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DISTRICT OF COLUMBIA APPROPRIATIONS
FOR FISCAL YEAR 1999

WEDNESDAY, MARCH 18, 1998

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,

Washington, DC.
The subcommittee met at 10:20 a.m., in room SD–124, Dirksen

Senate Office Building, Hon. Lauch Faircloth (chairman) presiding.
Present: Senator Faircloth.

DISTRICT OF COLUMBIA

FINANCIAL RESPONSIBILITY AND MANAGEMENT ASSISTANCE
AUTHORITY

STATEMENTS OF:

DR. CAMILLE CATES BARNETT, CHIEF MANAGEMENT OFFICER
DR. ANDREW F. BRIMMER, CHAIRMAN
ANTHONY A. WILLIAMS, CHIEF FINANCIAL OFFICER

OPENING STATEMENT OF LAUCH FAIRCLOTH

Senator FAIRCLOTH. Good morning. I am delighted to see all the
friends and people who are going to make the city of Washington
work here this morning. I am sorry to be a little late. We had an
SBA meeting which I felt I had to attend. We have a distinct capa-
bility in the Senate of scheduling all committee hearings on the
same morning at the same time. I do not know how we work it out,
but we have been able to do so.

The hearing is called to order.
This is the first hearing this year of the Senate Appropriations

Subcommittee on the District of Columbia. I want to welcome Dr.
Brimmer, Tony Williams, and Dr. Barnett. We thank you for being
here this morning, and I thank you for what you are doing.

PROGRESS IN IMPLEMENTING MANAGEMENT REFORM

The reason for this morning’s hearing is to review the progress
being made in implementing the management reforms called for by
legislation which I insisted be a part of last year’s rescue plan for
the District of Columbia. Dr. Barnett, as you know, that legislation
led to the creation of the position of Chief Management Officer, and
I think the city is lucky to have someone with your qualifications
to accept that role.

Tony Williams has done a tremendous job working at the direc-
tion of Dr. Brimmer and the rest of the Control Board in getting
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control of the city’s finances. That was one step on the road to re-
covery for the Nation’s Capital. The rest is really going to be up
to you, Dr. Barnett.

OVERHAUL OF THE WAY THE CITY DELIVERS SERVICES

Congress and the American people and certainly I do want this
city to succeed, and what is needed is a complete overhaul of the
way the city delivers services to its citizens. We need professional
management that can clean, repair, and do the ordinary functions
of the city, like issuing drivers licenses, and many of the things
other cities deliver on a proper and regular basis that we have
failed to do here for so many years.

Dr. Barnett, it is a tall order, but I want you to know we expect
the job to be done. Congress and, I think, everybody will support
you, but there have been enough hand wringing and excuses as to
why things simply do not happen. There is no one in this Con-
gress—and I am sure in the entire city or the administration of the
city—that does not want to see this to be the finest capital in the
world, as it should be. Certainly there is no dissension in the direc-
tion in which we are moving. It is just a question of how we are
going to get there.

NUMBER OF CITY EMPLOYEES

For years the District’s agencies have been drifting in a sea of
mismanagement. This city has roughly 35,000 municipal employees
for a population of 529,000. There are simply too many employees
for a city of this size. Hopefully, this is going to change under the
new Chief Management Officer, and certainly a lot of it will change
because duties the city has been performing, like the prisons, will
be moving to the Federal Government. But that is entirely too
many people for a city of this size to be employing.

While Congress last year provided a rescue package for the Dis-
trict, quality of life services such as recordkeeping, public safety,
health, street repair, trash collection, and the public school system
are still in serious condition and still in need of much, much, much
improvement.

Just last month the District audit revealed that 20 former Dis-
trict employees who had died have been receiving pension checks.
The District still cannot account for its employees whether they are
dead or alive.

DELAY IN SCHOOL OPENING

Last September, despite a pledge that all public schools would
open on schedule, the opening was delayed due to incomplete re-
pairs. Now, I am totally in sympathy with General Becton, and the
city administrators in thinking that the judge that delayed the
school opening for minor roof repairs was totally wrong. That sim-
ply is not the way business is conducted anywhere at any time. No-
body wants to endanger the children, but a hole in the roof is no
reason to close the school.

We cannot, and the Congress will not, allow the District school
children to be penalized by another delay. I have talked to General
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Becton, and he has assured me that the schools will be ready to
open at opening time next August.

POLICE DEPARTMENT RUN BY COMMITTEE

The Police Department is being run by a committee, which is not
the best way to run a police department. The memorandum of un-
derstanding for the Police Department was set up to study what
was wrong with the Department. We have learned that the District
of Columbia has more police per capita than almost any major city,
but the large majority of them are sitting behind desks.

Just recently we heard the Acting Police Chief, whom I think is
doing a good job, has three chauffeurs of her own. For this type of
thing to be going on is absolutely ludicrous. There is no reason for
the Police Chief to have one chauffeur, much less three.

CRIME RATE

The crime rate is still too high. The District reported over 300
homicides last year. The police force has a deplorable record of ap-
prehending killers.

The D.C. medical examiner is often unable to determine how or
why people die.

Citizens complain that not enough police officers have been as-
signed to the patrol service areas, and I think they are right in
complaining.

I will be carefully reviewing the first quarterly report on the 83
patrol service areas that is due Congress at the end of this month.
This provision was included in the fiscal year 1998 appropriations
bill at my insistence so we can monitor crime reduction in the Dis-
trict’s neighborhoods.

We are also aware of the embarrassing circumstances surround-
ing the resignation of Chief Soulsby.

The District’s residents and the thousands of citizens who visit
our Capital each year deserve better.

SURPLUS FOR FISCAL YEAR 1997

Last year the District projected a $74 million deficit at the end
of fiscal year 1997. Today the District’s Chief Financial Officer,
Tony Williams, reports a surplus for fiscal year 1997 of $185.9 mil-
lion. This is the good news, but until District citizens can feel and
see the effects of the surplus through a better quality of life and
city services, the District will continue to have its problems. We
need to improve the services to the city.

Today we are going to hear from three key figures in the District:
Dr. Andrew Brimmer, Chairman of the Control Board; Dr. Camille
C. Barnett, the District’s new Chief Management Officer; and Mr.
Anthony Williams, the District’s Chief Financial Officer. We hope
our distinguished panel will have more good news to report to the
committee. We look forward to your testimony.

I am sorry that neither Senator Hutchison nor Senator Boxer
was able to join us this morning. Senator Boxer had a couple of
questions that she would like to be posed for the record, and we
will do so.
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Without objection, the record will remain open until 5:00 p.m. on
Tuesday, March 24, 1998, for the submission of any additional tes-
timony or response to questions members might have for our wit-
nesses.

I would now like to welcome our first witness, Dr. Camille
Barnett. Dr. Barnett, this is your first appearance before the com-
mittee, and we look forward to your testimony.

Dr. BARNETT. Thank you.
Senator FAIRCLOTH. I might say for those who are not aware, Dr.

Barnett has 27 years of professional experience in municipal man-
agement, and she recently served as city manager of Austin, TX,
one of the fastest growing cities in Texas. Dr. Barnett, we welcome
you.

STATEMENT OF CAMILLE CATES BARNETT

Dr. BARNETT. Thank you and good morning, Mr. Chairman. It is
a pleasure to be with you today. As is stated, I am Camille Cates
Barnett, Chief Management Officer for the District of Columbia.

MANAGEMENT REFORM

You have my written testimony, and so I want only to summa-
rize a few things in terms of our initiatives for management reform
for the District of Columbia. I have some charts here to assist me.

One of the things that I have done, since coming to the District,
is to focus the District’s activities on a few key goals. I would like
to draw your attention to something that we are summarizing as
the District of Columbia commitment. It is our commitment to the
citizens who live here on what we are doing, as well as to the peo-
ple who work and visit here. It talks about our vision, our values,
and our goals.

The vision statement that we have is that we want the District
of Columbia to be a model of the very best of American cities. We
need to strive for excellence. We need to use best practices, and we
need to work together as one government.

We have two values that underscore everything that we do: cus-
tomer service and accountability. This is not currently in all cases
a service-oriented organization, and we are going to make it one.
We are all accountable to the people that we serve.

THREE GOALS

We have three goals. One is to improve customer service. The
second is to implement management reform, and the third is to
meet our budget targets. All of the work that we are doing in the
District can be focused around these three goals.

One of the things that I have done in addition to reviewing the
269 management reform projects, which you have seen, is to con-
ceptualize management reform, and these projects as part of a
multiyear change process. We are really changing the way we
think.

Senator FAIRCLOTH. Dr. Barnett, how many reform——
Dr. BARNETT. Two hundred and sixty-nine projects have been ap-

proved.
Senator FAIRCLOTH. For reform.
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Dr. BARNETT. Yes.
Senator FAIRCLOTH. 269.
Dr. BARNETT. 269.
Senator FAIRCLOTH. That constitutes a day’s work.
Dr. BARNETT. Yes; I think so. I think it will keep us busy.
One of the things that we have done is to talk about this new

management system in terms of quality management techniques
and business process reengineering techniques that are familiar
not only in the private sector, but increasingly in the public sector.

What we have done is to put together a performance manage-
ment system. It is based on a simple cycle of plan, do, check, act,
where you do some planning, both strategic planning as well as
operational work planning. Then you actually accomplish it. You
check the results, both in terms of reports that you do on perform-
ance measures, but also with your customers to see how well you
are doing. Then you take action based on those results. It is a very
simple concept that can really transform the way we manage.

PERFORMANCE MANAGEMENT SYSTEM

This is what it looks like when we apply it to the District of Co-
lumbia and the initiatives that we have underway. This summa-
rizes the report that we gave you on March 2, 1998, of what we
are doing in the District of Columbia to institute a performance
management system. The darker blue circles on this chart are
things that exist now. The lighter blue circles either exist only par-
tially or we are creating them. Let me briefly walk through this
management cycle because it is our philosophy, and it shows you
how management reform fits into a new way of doing business.

Senator FAIRCLOTH. Dr. Barnett, may I say there is not any need
to rush. We are going to take our time. We are here today to thor-
oughly review what we are doing and where we are headed.

Dr. BARNETT. Great. My time is your time.
Senator FAIRCLOTH. So, you take your time.

STRATEGIC PLAN

Dr. BARNETT. What we are going to be doing is putting together
a 5-year strategic plan for the District. This 5-year strategic plan
I hope to accomplish in the next 2 months where we talk about our
long-term change process. This 5-year strategic plan will also drive
long-term strategic plans in each of the agencies. You see that on
the outer circle of the chart.

This 5-year strategic plan then every year has an operational
plan, and the inside circle on this chart is really the plan, do,
check, act cycle. It goes on an annual basis.

So, you will have a District of Columbia commitment each year,
much like the one I just reviewed with you, that is a one-page sum-
mary of what we are doing that year. That will be the work plan
that has specific projects, timetables, people assigned, performance
measures and outcomes.

That annual work plan then drives the budget and the manage-
ment reform initiatives. Both of those activities are indicated in
other circles there.

One of the things that we have done, in conjunction with the
Chief Financial Officer, is to institute performance measures
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throughout the budget. These measures now are in some cases not
totally tracked by the agencies. In some cases they are targets
more than they are measures, but we are beginning to look at the
budget as performance based budgeting.

We are also tracking performance measures with each of the
management reform projects and all of the management reform ini-
tiatives.

Those two items, as well as the agency’s strategic plan, then
work toward developing the annual work plan of each of the agen-
cies. This is what summarizes what that agency is going to do, and
it is tied to the budget so that the funding and the plan are
matched.

That agency work plan is the basis for individual performance
contracts with each of the agency directors.

PERFORMANCE CONTRACTING

We are beginning performance contracting now. I have briefed all
of the agency heads on performance contracts. I expect in the next
30 to 60 days to have signed performance contracts with each of
the agency heads where they will commit to results to accomplish
by the end of this fiscal year.

Senator FAIRCLOTH. May I ask you what is a performance con-
tract?

Dr. BARNETT. Sure. That is a negotiated agreement between me
and each of the agency heads on what they will accomplish during
the remainder of this fiscal year. Each year we will execute new
performance contracts where there will be objectives for each of the
years that the agency directors are personally accountable for
achieving. A performance contract is a way to make operational
this value of accountability and customer service.

Senator FAIRCLOTH. What is the fiscal year here? When does it
end?

Dr. BARNETT. September 30, 1998, fiscal year 1998.
Senator FAIRCLOTH. September. Thank you.
Dr. BARNETT. Then these individual performance contracts are

the basis for the evaluation of the agency directors and would be
the basis for any kinds of increases in pay as well as any kinds of
changes in position. I expect that we will be able to do performance
contracting with all of the agencies and all of the second tier of the
agencies starting next fiscal year.

PERSONNEL REFORM LEGISLATION

In addition, the personnel reform legislation that is making its
way through the Council now allows us to tie pay to performance
throughout the whole organization. I am hopeful that this concept
of performance management is really brought home to everyone in
the organization because they will know their part in doing this,
and when they know their part, they can be held accountable.

Then we go into the next part of the plan, do, check, act cycle,
which is actually producing the results and checking to see what
we are doing. I am hopeful that we will be able to get to a point
where we will be giving you and others quarterly reports not only
on management reform, not only on our financial performance, but
also on the operational performance of the city.
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We need to be able to standardize our reporting and to connect
both the performance and the financing in one document so it is
easy for everyone to see what we are doing, what we are accom-
plishing, and what issues need to be addressed. So, we will be
working on redesigning reporting so that it is easier to read, and
it is more comprehensive.

CUSTOMER SERVICE SURVEY

But we do not want to just check our results based on reports.
We want to see what our customers think. We have done a cus-
tomer service survey. We did that last year. I am sure you have
seen and reviewed the results. They are not good. They are some
of the worst results I have ever seen in terms of customers’ evalua-
tions of their services. We are not going to be able to say that we
have improved customer service until our customers agree with us.
One of the things we want to do is to use customer surveys, focus
groups, and other ways of thinking through how we are measuring
our performance with our customers. That is part of our checking.

When we do that checking, that then feeds back into the long-
range planning as well as the next annual plan.

This is what we call our performance management system. We
have talked with the agency directors about it. We are beginning
to fill in each of the pieces, and I am confident that if we imple-
ment this system, we will not have to talk about management re-
form as a separate initiative. We will not have to talk about a num-
ber of separate projects. If we do this, we will have changed the
way we manage, and that to me is true management reform.

We are beginning, as is indicated in my written comments, a
thorough analysis of all of the management reform initiatives and
encouraging and facilitating their implementation through the or-
ganization.

With that, I will conclude my initial remarks and be happy to an-
swer any of your questions.

[The statement follows:]

PREPARED STATEMENT OF CAMILLE CATES BARNETT

Mr. Chairman and Members of the Subcommittee: Good morning. My name is
Camille Cates Barnett, the Chief Management Officer appointed by the District of
Columbia Financial Responsibility and Management Assistance Authority to oversee
management reform in the Nation’s Capital. I appreciate the opportunity to present
testimony on this important topic.

INTRODUCTION

Mr. Chairman, as you know, I have been CMO for about two months, specifically
since January 15, 1998. Previous to this position, I have been privileged to hold a
number of positions in City government, and in private sector jobs that focused on
the improvement of local government services. Most recently, I was employed by the
Research Triangle Institute’s Center for International Development to implement
innovations in the structure and management of cities, primarily in foreign govern-
ments.

Previously, I was the City Manager for Austin, Texas, a city with roughly the pop-
ulation of the District of Columbia. In my time at Austin, I believe that the City
made considerable progress in improving basic services, and in creating a strategic
planning system and a structure for initiating service improvements for years to
come. This experience, combined with my 27 years in city management, should
prove beneficial as I shift my attention to the problems and challenges of the Na-
tion’s Capital.
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I believe that the District of Columbia has an historic opportunity. The Authority
and the Chief Financial Officer have made considerable strides in the financial re-
covery of the District. Now, we need to improve customer service and build institu-
tional capacity to sustain those improvements. The National Capital Revitalization
and Self-Government Improvement Act (Revitalization Act) provides an effective ve-
hicle for ensuring that we fundamentally restructure the District Government. I am
pleased to be a part of the management reform effort outlined by the Authority and
submitted to Congress, in accordance with the Revitalization Act.

My focus, as I begin, is on the vision that ‘‘The District of Columbia is a model
for the very best of American cities.’’ The values that guide us will be customer serv-
ice and accountability. My primary goals for 1998 are to: (1) improve customer serv-
ice; (2) implement management reform; and (3) meet budget targets.

MANAGEMENT REFORM PROGRAM

The goal of management reform is to have government that works for the citizens
of the District of Columbia. Management Reform is a multiyear process to change
the way we do business in the District of Columbia. As you know, the Authority
commissioned studies of the departments, which led to 269 projects being selected
for implementation. The departments have reviewed the consultants’ reports and
begun implementation of some of the projects.

Management reform is more than a list of projects, of course. Reforming manage-
ment must translate into better performance and improved service delivery. As
such, we have begun to develop a comprehensive performance management system.
It is a variation of the Plan, Do, Check, Act Cycle of quality management. The sys-
tem is designed to coordinate and integrate all performance measurement initiatives
together in a city-wide organizational framework. This system is described in the
Comprehensive Performance Management System Report submitted to Congress on
March 2, 1998. The components of this system include:

—The District’s five year strategic plan;
—The annual District of Columbia Commitment;
—The District’s annual budget;
—The management reform initiatives;
—Agency strategic plans;
—Individual performance contracts;
—Development of Government-wide performance measurement; and
—The District Government performance scorecard.
The performance management system is illustrated below:

The key to management reform is to transform the thinking of our people. We
need:

1. Department heads who know how to deliver services.—We should not continue
to need consultants to tell us what to do—but just to help us implement our plans
until we develop sufficient internal capacity. Department heads should be able to
efficiently and effectively deliver services. They must implement the needed changes
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in business processes. They must be held accountable for the performance of their
departments.

Initiative.—Department heads will be asked to sign performance contracts which
call for them to develop and implement specific outcomes/results for which they will
be held accountable.

Initiative.—We will recruit for selected department heads where vacancies exist
or where performance is lacking.

Initiative.—Department heads will develop strategic plans. There will be five year
and annual strategic plans for the Government as a whole and for each agency.

Initiative.—Consultants will be engaged to reengineer processes and implement
reform projects.

2. A trained, motivated properly equipped workforce.—Our workforce must be
given a chance to succeed by knowing how to properly do their jobs. We must pro-
vide them the tools necessary to perform their jobs, such as working phones and
management information systems. And, they should have a work environment that
is clean and conducive to serving citizens.

Initiative.—Implement a working telephone system and develop a phone directory.
Initiative.—Implement new automated systems where required.
Initiative.—Upgrade the District’s Wide Area Network.
Initiative.—Resolve year 2000 issues.
Initiative.—Continue training the workforce and encourage their attendance at

the motivational seminars. Training initiatives include: The Center for Excellence
in Municipal Management (CENMS), technology training at the Skill Development
Institute housed at the University of the District of Columbia.

Initiative.—Conduct a compensation/classification study.
Initiative.—Select a vendor to conduct physical assessments of our facilities so

that plans can be made to upgrade the facilities.
3. A fully staffed operational Chief Management Officer’s Office.—Key to the full

and implementation of management reform is an effective Office of the Chief Man-
agement Officer. So that management reforms do not wait for the recruitment, se-
lection and hiring of key personnel, I am bringing on managers under contracting
arrangements to assist in reviewing and implementing the projects and to form a
partnership with the agency heads to handle critical operational issues.

4. Responsive internal service functions.—Operating departments should be able
to procure goods and services without a long burdensome process. Department
heads should be able to concentrate on service delivery and not spend time trying
to get the resources they need to do a good job.

Initiative.—Complete implementation of reforms in the Office of Procurement to
streamline the procurement process.

Initiative.—Complete implementation of the Comprehensive Automated Personnel
and Payroll System (CAPPS).

Initiative.—Complete implementation of the Office of the Chief of Technology in
order to provide reliable enabling technology and be able to leverage technology to
improve productivity.

5. To explore alternative ways of doing business.—Just as the private sector is re-
viewing its activities, determining core competencies and instituting selective
outsourcing, so should we. Agencies should be encouraged to recommend alternative
ways of operating that would improve service delivery and cost efficiency. The goal
should be to consolidate and provide best value to our citizens. It is very important
that appropriate contracting mechanisms be in place to monitor contractor perform-
ance, to hold them accountable and to control costs.

Initiative.—Outsource operation of the data centers.
Initiative.—Outsource lease administration.
The departmental management reform projects will result in improved service de-

livery including:
—Implementing a new motor vehicle information system to improve the turn-

around time for obtaining drivers licenses and vehicle tags.
—Purchasing fire and EMS equipment to improve public safety.
—Reengineering business processes and implementing a new automated system

in the Department of Consumer and Regulatory Affairs to improve the turn-
around time on licenses and permits.

—Implementing improvements in the Department of Housing and Community De-
velopment which will provide better expenditure monitoring and control to im-
prove the housing stock.

—Developing a solid waste disposal plan, realigning street cleaning and trash col-
lection routes and consolidating transfer station operations to improve the effec-
tiveness and efficiency of solid waste collection and disposal.

—Creating internal capacity and program delivery to improve the street program.
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IMPLEMENTATION PROCESS

On March 26, 1998 there will be a Joint Budget Workshop on Management Re-
form and Budget Enhancements. This session includes the Mayor, the City Council
and the Authority. In preparation for that workshop, the Office of the Chief Man-
agement Officer (OCMO) and the Office of the Chief Financial Officer (OCFO) are
reviewing the status of management reform and budget enhancement requests. The
reviews will have the intent of——

—1. Closing out completed projects;
—2. Determining the status of projects started in 1998;
—3. Determining whether funds will be needed for those projects in 1999;
—4. Determining if the project can be integrated into overall operations or needs

to be continued as a management reform project; and
—5. Determining what dollars will be required for consulting services in 1998 and

1999.
The remaining reviews are scheduled for March 16th and 17th. The results of

these reviews will be presented at the March 26th workshop.
Interim Deputy Management Officers and other staff from my office will be as-

signed to the departments to work with departmental personnel to:
—Review the products produced by previous consultants to determine their ade-

quacy and the suitability of that consultant to continue the process.
—Review the proposed scope of work for the new tasks and determine its suffi-

ciency.
Work with the agency to determine whether the task really requires outside as-

sistance or could be performed by internal resources.
—Prioritize or group tasks requested to minimize the number of projects to be

successfully managed at once.
—Work with the agency to establish joint agency/consultant teams so as to sup-

port internal capacity building and to facilitate integrating the project into nor-
mal operations.

—Request proposals where the consultant’s expertise may not match the work ef-
fort required at this time.

Some of my personnel will be sent onsite to work with the agencies where re-
quired to assist in the implementation of reform projects.

IMPLEMENTATION STATUS

Briefly, let me highlight some elements of management reform already underway:
—Both the Office of Procurement and the Office of the Chief Technology Officer

have been established. Organizations are being defined and new procedures im-
plemented. Council approval is still needed on some issues.

—A contract has been awarded to Maximus for the implementation of the Human
Services reform projects.

—The Office of Personnel reports completion of most of its operational type man-
agement reform projects.

—The Department of Housing and Community Development has been told to pro-
ceed with tasking of its consultant for implementation.

—The remaining departments are in various stages of review to consolidate their
projects and issue either tasks to the current contractors or new requests for
proposal.

BUDGETARY ISSUES

We are working with the Chief Financial Officer to present a funding plan to the
Joint Budget Work Session on March 26 that funds all 269 management reform
projects by the end of fiscal year 1999.

1. Approximately $60 million in management reform funds has been set aside in
capital for implementation of the major management reform projects as follows:

Paygo Management Reform Budget
[In millions of dollars]

Integrated Tax System .......................................................................................... 15.7
Telecommunications System ................................................................................. 15.0
Material Management System (Procurement) ..................................................... 1.3
Year 2000 Compliance ........................................................................................... 10.0
Automated Fueling System ................................................................................... 0.5
DCRA-Corrective Actions ...................................................................................... 5.8
Motor Vehicle information System ....................................................................... 4.8
Facilities Condition Assessment ........................................................................... 2.0
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Comprehensive Automated Personnel and Payroll System (CAPPS) ................ 5.0

Total ............................................................................................................. 60.1
2. Personnel in this office will assist the departments with implementation of

their management reform projects and will manage and monitor operational issues.
Further, this office will centrally manage some of the major management reform ini-
tiatives.

3. 1998 funding will be required to implement the Office of Asset Management.
The Facilities Assessment is included in the capital budget, but additional operating
funds will be required to combine functions, obtain consulting assistance and fully
staff this Office.

4. The 1999 Management Reform budget requests will most likely include some
organizational realignment, which could include the creation of some new entities.
The CMO is currently reviewing these issues and will present these reorganizations
during budget discussions.

In conclusion, Mr. Chairman, I want to thank you and the subcommittee for your
leadership and interest in the revitalization of the District of Columbia. I hope this
information has been helpful, and I will be able to supply you with information in
much greater detail shortly.

I look forward to the work in front of us—if we are successful, the District and
its residents will receive the quality services that they deserve.

I would be pleased to respond to any questions that you or other members of the
subcommittee wish to ask at this time.

Senator FAIRCLOTH. Thank you, Dr. Barnett.
We will ask Dr. Brimmer to come forth with his statement. Dr.

Brimmer is Chairman of the D.C. Financial—Dr. Brimmer, we use
the proper name so seldom—D.C. Financial Responsibility and
Management Assistance Authority. He has a distinguished career
in both the public and private sector. Dr. Brimmer, it is always a
pleasure to receive you.

Dr. Barnett, I just want to say one thing. Just one word you kept
using, and I was delighted to hear, referring to those people that
do business with the city as customers or clients. I think for so long
here the people who had to do business with the city were viewed
by city employees as in-the-way irritants, and I am delighted to see
we are referring to them differently.

Dr. Brimmer.

STATEMENT OF ANDREW F. BRIMMER

Dr. BRIMMER. Thank you very much, Senator.
Since this is the first time I have had an opportunity to appear

before this committee since the full implementation of the Revital-
ization Act signed in August 1997, I want to take a little time
to——

Senator FAIRCLOTH. Well, we are not in a rush for time here
today. We are here to get to the facts.

Dr. BRIMMER. Thank you very much.
I have a prepared statement. I will ask that it be included into

the record in full.
Senator FAIRCLOTH. Without objection, it will be.
Dr. BRIMMER. Some of what I will say sounds better, to me at

least, if I speak it rather than just reading it.
Senator FAIRCLOTH. You speak it as you see fit.

MANAGEMENT REFORM ACT

Dr. BRIMMER. From the point of view of the Authority, manage-
ment reform really began with the Congress’ adoption of the Man-
agement Reform Act in 1997. As you all know, Senator, you were
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responsible substantially for that part of the act, and we proceeded
to implement it promptly.

You might recall that the Management Reform Act provided that
in carrying out the reforms, the nine key departments were to re-
port solely to the Authority. It also provided that for four cross-
cutting citywide functions, the same arrangement was to prevail.
Each member of the management reform team was to take any and
all steps within the member’s authority to implement the terms of
the plan under the direction of and subject to the instructions of
the chair of the Authority or the chair’s designee.

Thus, Congress expected that the Authority would undertake a
far-reaching program of management reform to implement services
for the District government, acting through its designated agents
and exercising control over the nine departments and four govern-
mentwide functions.

IMPLEMENTATION OF MANAGEMENT REFORM PLANS

Implementation of these management reform plans requires su-
pervision of the day-to-day operations of the government to achieve
their purpose. When the Authority accepted this responsibility, we
stated that we would engage a Chief Management Officer to whom
we would delegate the assignment.

AGENCIES REPORTING TO AUTHORITY

An order of the Authority, issued on August 5, 1997, required the
heads of each of the nine departments and each governmentwide
function to report to the Authority and to act under the direction
and subject to the instructions of the chair of the Authority with
respect to the exercise of all powers and performance of all the du-
ties of the office. Using my options, I have instructed the heads of
these departments and functions to report to the Authority through
the chief management officer.

Mr. Chairman, I pause to emphasize the reporting arrangement
because there is some question that has been raised as to whether
the Congress intended that the heads of the departments should
report to the Authority, as opposed to the traditional reporting ar-
rangements whereby they had reported to the Mayor. We have in-
terpreted that to mean that Congress meant what it said, that
these departments report to the Authority solely, and we are acting
on that assumption.

MANAGEMENT REFORM TEAMS

The Management Reform Act stipulated that management re-
form teams would be established to implement reform plans rec-
ommended by consultants and approved by the Authority.

Senator FAIRCLOTH. Dr. Brimmer, I just might interject that that
part of the plan was not drawn lightly, carelessly, or flippantly.
That is exactly what it meant.

Dr. BRIMMER. Thank you. That is our interpretation.
Senator FAIRCLOTH. There is no other way to interpret it.
Dr. BRIMMER. Thank you.
Senator FAIRCLOTH. If you read the English language.
Dr. BRIMMER. Thank you.
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Now, the teams consist of the Mayor, the chair of the Council,
and the chair of the Authority, and we have been working to imple-
ment the plans, but the implementation is really the responsibility
under the statute of the department heads, and we have delegated
that to the Chief Management Officer. That is the framework with-
in which we are working.

MANAGEMENT REFORM PLANS

Since the passage of the act, the Authority has moved aggres-
sively to develop and to implement management reform plans to
address service delivery. The Authority has developed those plans.
In many areas we already have begun to fix the problems, and we
are beginning to deliver some improvements in services.

The Management Reform Act declared vacancies in the position
of agency director of the nine agencies. As I said, the act itself
began the management reform process. As a result, the Authority
named acting heads for each of the agencies and functions. In sub-
sequent action, the Authority named permanent agency heads.
Some of them were recruited from outside the government, and
others were persons who were serving in other capacities but who
in our judgment had the capacity and the ability to assume these
responsibilities of pursuing management reform and improving
service delivery.

CHIEF MANAGEMENT OFFICER

To carry out its responsibilities in accordance with the act, the
Authority also created the position of Chief Management Officer. In
announcing this decision, I stated that the person appointed to that
position must have substantial, high-level experience in municipal
management. The task of identifying and recruiting a CMO has al-
ready begun, I said, and it will be accomplished promptly.

We accomplished that. After a nationwide search, we were able
to identify Dr. Camille Barnett, and we selected her to be the
CMO. I should say, Mr. Chairman, that the response to our search
was very strong. We had a number of very promising candidates,
and Dr. Barnett stood out head and shoulders. I want to stress that
again. She was not competing against second-raters. We had a very
rich list of candidates, and she was the best of the lot, and we se-
lected her solely on that basis.

Senator FAIRCLOTH. I think we are all proud of your selection
and looking forward to seeing her show us that you made the right
one. [Laughter.]

Dr. BRIMMER. Thank you.

OFFICE OF CITY ADMINISTRATOR

I will also note that as part of the process, the Office of City Ad-
ministrator is currently downsizing its operation. Previous to the
passage of the Revitalization Act, the City Administrator’s Office
was responsible for the management oversight of most District gov-
ernment agencies. Since the Authority has been mandated by Con-
gress to assume responsibility for the majority of these functions,
both in terms of personnel and budget, the Authority is working
closely with the Mayor to restructure the City Administrator’s Of-
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fice to ensure that its resources are in line with its current respon-
sibilities. Thus, we expect that the size of the City Administrator’s
Office will decrease in the coming months.

Let me pause and amplify on those comments because I know
that the committee is interested in that matter, and I may as well
answer it directly at this point.

Before the act transferred oversight responsibility of the nine de-
partments and four agencies, the City Administrator, acting under
the Mayor’s direction, had oversight responsibility for about 75 per-
cent of the employees in the District government and for about 85
percent of the budget. If we add in the Police Department, the
numbers increase. If we look at the City Administrator’s Office
then, that office had 29 persons and a budget of about $4 million.

With the transfer of the responsibility to the Control Board and
our delegation of the day-to-day oversight of the bulk of the govern-
ment to this CMO, there is no need for a City Administrator’s Of-
fice of the magnitude and the level of resources we just described.

So, we are in the midst of conversation with the Mayor right now
to restructure that office and to reallocate and reprogram those re-
sources. The conversation, as I said, is going on and has not been
concluded. We have some differences of opinion, but I am confident
we will resolve those in the near future and that the office will be
refashioned and revamped because we do not need two persons,
two offices, with the level of responsibility we have just described.

SERVICES OF CONSULTANTS

Now, with respect to the management reform legislation, it was
required that the Authority obtain the services of consultants with-
in 30 days. These consultants were supposed to review the depart-
ments and make recommendations for improvement.

We met the deadline. We engaged those consultants, and they
made recommendations. As was already mentioned, we, in fact, are
implementing those reform plans.

In developing the management reform plans, the consultants
first conducted an assessment of the program. Basically, Mr. Chair-
man, I have characterized their work as the first round of effort at
problem finding. They found a lot of problems. The second phase
of their work I have described as problem solving, and they have
done that. Now the implementation is up to us. As already stated,
we are in the midst of doing that right now.

Briefly I wish to indicate to you the range of the management
service delivery problems that will be addressed by management
improvement projects. As mentioned, we did in January 1998, sub-
mit a report to the Congress. It had some 269 improvement
projects. All of those projects cannot be implemented simulta-
neously. We have approached the matter roughly as follows.

There are a number of proposals that cut across the city. Many
of these deal with information systems, communications. We will
need to invest substantially in the improvement of computers, tele-
phones, other communications activities. Let me give you one ex-
ample.



15

MOTOR VEHICLES

Motor Vehicles is far behind in its improvement of systems and
the acquisition of computers so that Motor Vehicles has been un-
able to respond to the public in a timely fashion. Moreover, the sys-
tems are so decrepit that Motor Vehicles cannot provide the assist-
ance which we normally would provide for police and others be-
cause of the fact that its records are in such poor shape.

CONSUMER AND REGULATORY AFFAIRS

Consumer and Regulatory Affairs issues thousands of licenses to
businesses and others. It has a wide range of responsibilities. So,
while I had low expectations of what they would find, I was really
stunned to find that in that department much of the work is still
done on 3 by 5 cards. Many fees are not collected because they can-
not perform.

They need improvements in equipment and systems, and above
all—and this cuts across the government as well—while the Dis-
trict has many, many employees that you just noted, thousands of
employees, the level of training of employees has been abysmal.
The city simply has not kept pace with the requirements. Because
of the early retirement program in effect a few years ago, the city
lost a substantial number of its skilled employees who were the
more experienced employees. They have not been replaced by per-
sons who were equally able.

So, we can talk in greater detail about the individual projects, as
you wish, but I want to stress that we are underway, and we will
be able to finance the services of the projects. Let me talk a little
bit about that.

Thanks to your efforts, sufficient resources—I want to take note
of that. You started us off with $8 million. The Congress approved
the use of the net benefit of the Revitalization Act, which was ap-
propriated to the Authority, some $200 million. We said that if
Congress were to appropriate that to us, we would use it to finance
a number of improvements in the government. Our first task, of
course, is to use some of that surplus to make certain we reduce
the deficit.

We said also that we would set aside $30 million to pay for pro-
ductivity and management improvements.

So, we got the $8 million you provided, $30 million from the net
benefit earmarked.

BORROWING

We said we would also use $3.5 million to pay the cost of borrow-
ing $50 million in additional capital funds. We have decided to do
that. We will borrow an additional $50 million, and we will allocate
about——

Senator FAIRCLOTH. You did decide to borrow.
Dr. BRIMMER. Yes; we have decided.
Senator FAIRCLOTH. To borrow.
Dr. BRIMMER. We will borrow the additional $50 million in cap-

ital. I instructed the staff yesterday to combine that $50 million for
capital purposes with the city’s planned borrowing of $150 million.
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I see no point in having two borrowings for the same purpose. So,
that will go forward in the next few weeks.

Of the $50 million of borrowed capital proceeds, we will use $10
million to aid the schools in their capital expenditure program. We
will use another $10 million explicitly for public works, to provide
capital expenditures for public works. That will leave $30 million
which we will use to finance some of the capital components of the
management reform program. So, that will give us immediately
$68 million of funds available promptly.

It turns out that there were some capital funds already appro-
priated in the 1998 budget, and those have been identified, and
those funds will also be earmarked for improvements.

IMPLEMENTATION OF MANAGEMENT REFORM PROGRAMS

Mr. Chairman, the implementation of a number of the manage-
ment reform programs will result in some savings, cost avoidance,
or some revenue generation. We believe that additional revenues of
about $140 million would be available. Those figures are being re-
fined. Mr. Williams, the Chief Financial Officer, and his staff are
working to do that.

The basic point I want to make is that the implementation of the
management reform programs will not be hampered by lack of
funds. We will make certain the funds are available to do that.

As I said earlier, the projects are being scheduled. We anticipate
that we can make some start on most, the substantial proportion
of those, but a number of these are multiyear projects. So, some
will get started this year. They will continue into next year and the
funds should be available because we have identified the funds to
the project. Once we have committed those funds to finance the
project, they should be available until the end of the project. My
budget people tell me that this is an interpretation which is con-
sistent with the appropriation language because we said to the
committee and to the Congress that we would use the funds to fi-
nance the projects. So, in our view these funds’ availability should
not lapse at the end of this fiscal year. Now, Mr. Chairman, I could
amplify that somewhat more fully if you wish.

But let me say that the next steps with respect to implementa-
tion have been described amply by Dr. Barnett. This is now her re-
sponsibility. We on the management reform teams will support her
in every way, and the steps she has described will be implemented
promptly.

Rest assured that the Authority has fully backed the manage-
ment reform efforts. All of us are working hard at it. We are con-
fident that the benefits we have projected will accrue and that we
will, in fact, see an improvement in service delivery and some im-
provement in the management of the city’s business. As I said, we
started with the passage of the act. We have new people in place.
Others are being recruited, and I am quite confident that we will
fulfill the mandate which Congress gave us.

Thank you very much.
[The statement follows:]
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PREPARED STATEMENT OF ANDREW F. BRIMMER

Mr. Chairman and Members of the Subcommittee: Good morning. My name is An-
drew F. Brimmer, and I am Chairman of the District of Columbia Financial Respon-
sibility and Management Assistance Authority (Authority). Accompanying me this
morning is Dr. Camille Cates Barnett, the Authority’s Chief Management Officer.
I appreciate the opportunity to appear before the Subcommittee today to discuss
management reform of the District of Columbia government.

INTRODUCTION

Mr. Chairman, the National Capital Revitalization and Self-Government Improve-
ment Act (Revitalization Act), which was signed by the President on August 5, 1997,
included the Management Reform Act which required that the Authority engage
consultants to develop and to implement management reform plans to improve pub-
lic services for the following departments and government-wide functions: Adminis-
trative Services; Consumer and Regulatory Affairs; Corrections; Employment Serv-
ices; Fire and Emergency Services; Housing and Community Development; Human
Services; Public Health; Public Works; Asset Management; Information Resources
Management; Personnel Management; and Procurement.

The Department of Administrative Services encompassed the government-wide
functions of information technology, procurement and real property asset manage-
ment. With the implementation of management reform plans, the Department of
Administrative Services will cease to exist as a separate entity. The heads of these
separate functions will report directly to the Chief Management Officer (CMO).

AGENCY REPORTING RESPONSIBILITIES

Management Reform of the District Government is a considerable undertaking,
but the Authority is committed to the results such reform can achieve in terms of
improved public service delivery. For the Authority, management reform began
when we accepted the Congressional mandate to implement the legislation and to
effect a reorganization in the leadership and responsibilities of major public agen-
cies.

In the Management Reform Act, Congress provided that, ‘‘in carrying out any of
the management reform plans,’’ the ‘‘head of a department’’ of the District govern-
ment ‘‘shall report solely’’ to the Authority.

With respect to the four government-wide functions, Congress directed that ‘‘each
member of the management reform team shall take any and all steps within the
members’ authority to implement the terms of the plan, under the direction and
subject to the instructions of the Chair of the Authority (or the Chair’s designee)’’.

Congress thus expected that the Authority would undertake a far-reaching pro-
gram of management reform to implement services for the District government, act-
ing through its designated agents and exercising control over the nine departments
and four government-wide functions. Implementation of these management reform
plans requires supervision of the day-to-day operations of the government to achieve
their purpose. When the Authority accepted this responsibility, we stated that we
would engage a Chief Management Officer to whom we would delegate the assign-
ment.

An Order of the Authority on August 5, 1997, required the head of each of the
nine departments and each government-wide function to ‘‘report to the Authority
and act under the direction and subject to the instructions of the Chair of the Au-
thority with respect to the exercise of all the powers and the performance of all the
duties of the office.’’ Using my options, I have instructed the heads of these depart-
ments and functions to report to the Authority through the CMO.

MANAGEMENT REFORM PROGRAM

The Management Reform Act stipulated that management reform teams would be
established to implement reform plans recommended by consultants and approved
by the Authority. The management reform teams consist of the Chairman of the Au-
thority, the Mayor, the Chairman of the Council of the District of Columbia, and
the head of the affected department. To ensure that the management reform teams
are knowledgeable about the plans and projects prior to their implementation, and
to facilitate the participation of the elected leadership in the development of the
plans, teams were established and convened early in the reform process, and the
participation of all parties was sought and provided.

Since the passage of the Management Reform Act, the Authority has moved ag-
gressively to develop and to implement management reform plans to address service
delivery problems facing the District of Columbia government, and to establish the



18

capacity and capability for permanent and continuing improvement in government
operations. The Authority has developed those plans and, in many areas, already
has begun to fix the problems of poor service delivery to our citizens.

The Management Reform Act declared vacancies in the position of agency director
of the nine agencies. As a result, the Authority named acting heads for each of the
agencies and functions, in subsequent action, the Authority named permanent agen-
cy heads. Some of them were recruited from outside the government. For example,
Richard Fite, the Chief Procurement Officer, came to the District after a career with
the Ford Motor Company. Others, such as Ms. Jearline Williams, Director of Human
Services, were already employees of the District Government.

To carry out its responsibilities in accordance with the Act, the Authority also cre-
ated the position of Chief Management Officer. In announcing this decision on Au-
gust 5, 1997, I stated that ‘‘The person appointed to that position must have sub-
stantial, high-level experience in municipal management. The task of identifying
and recruiting a CMO has already begun, and it will be accomplished without
delay.’’

The Authority undertook a nation-wide search for the Chief Management Officer
to assist us in implementation of the management reform plans and the operations
of the departments and functions under our purview. After completion of the search
and interviews with leading candidates, the Authority on December 22, 1997, an-
nounced the selection of Dr. Camille Barnett to be the CMO. She is charged with
overseeing the implementation of the management reform plans and working on a
daily basis with agency directors. Dr. Barnett, a former City Manager of Austin,
Texas, began her employment on January 15, 1998. The CMO reports to the Author-
ity through the Chairman, and she is already working to improve management
practices and the reform of city services. The CMO is appointed for a fixed term
of five years.

I would also note that, as part of this process, the Office of the City Administrator
is currently downsizing its operations. Previous to the passage of the Revitalization
Act, the City Administrator’s office was responsible for the management oversight
of most District Government agencies. Since the Authority has been mandated by
Congress to assume responsibility for the majority of these functions—both in terms
of personnel and budget—the Authority is working closely with the Mayor to re-
structure the City Administrator’s office to ensure that its resources are in line with
its current responsibilities. Thus, we expect that the size of the City Administrator’s
Office will decrease in the coming months.

MANAGEMENT REFORM PROCESS

The Management Reform legislation required the Authority to obtain the services
of consultants within 30 days of enactment. Therefore, on August 20, 1997, the Au-
thority issued a solicitation requesting proposals for assessing, developing, and im-
plementing management reform plans. One hundred and thirty-three solicitations
were distributed, and 71 proposals were received and evaluated. By September 4,
1997, within the 30 day requirement, contracts were awarded to management and
program experts. The total cost was $6.6 million. On January 2, 1998, within 120
days of obtaining the consultants, the Authority submitted the management reform
plans to Congress.

In developing the management reform plans, the consultants first conducted an
assessment of the management and program operations of the agencies and District
wide functions enumerated by law. The assessment entailed the review of strategic
plans, organizational structures, service delivery systems and processes, and the ac-
tual delivery of services to citizens. The consultants were instructed to solicit the
views of citizens, stakeholders, and employees at all levels, as well as to review ex-
isting analysis and studies where available. Citizen surveys, group meetings, and
interviews also were conducted to provide insight into satisfaction levels with serv-
ice performance, and to obtain recommendations on how to improve service delivery.

As the Authority discussed in its report to Congress, the assessments documented
serious deficiencies in how the agencies were delivering public services. The findings
ranged from the lack of capable staff with the requisite skills to do their jobs; the
presence of outdated and, in some instances, obsolete technology to support service
delivery; inadequate business practices; and an absence of effective cost reduction
methods.

The second step in developing the management reform plans consisted of the iden-
tification of management improvement projects that would address the many defi-
ciencies cited by the contractors during the assessment phase. On October 25, 1997,
the consultants submitted recommended improvement projects, which outlined the
costs and benefits of implementing the projects and the capacity of agencies to im-
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plement them. Then, on November 25, 1997, the consultants submitted the final
management reform plans, containing 340 management improvement projects.

Through a collaborative process with the members of the management reform
teams, the Authority reviewed and selected 269 management improvement projects
to be included in the management reform plans. The selected projects, once imple-
mented, will have an immediate and long-term impact on the provision of public
services. The projects will address serious deficiencies in infrastructure and organi-
zational capacity, and will help to alter fundamentally how services are performed.
Some projects will reduce costs, while others will generate increased revenues.

REFORM ISSUES

Briefly, I wish to indicate to you the range of management and service delivery
problems that will be addressed by management improvement projects. They in-
clude some of the following:

—In the Department of Human Services, contractors found that the organiza-
tional structure and current staffing patterns needed to be aligned more effec-
tively with the priorities of the agency. The DHS Management Reform Plan in-
cludes projects to eliminate the Office of the Commissioner for Social Services
and consolidate functions into the Office for Social Services, to out-source some
functions of the Office of Facilities Management, and to establish generally a
new administrative structure.

—Contracts are developed in agencies without benefit of a District-wide Procure-
ment Policy and Procedure Manual, or without any commonly-accepted quality
assurance standards. Performance based Statements of Work, objective com-
parison of bids, and contract management practices are of poor quality. The lack
of standards makes it time consuming and expensive to do business with the
District, and risks supplier protests, which in turn disrupt contract executions.
The District will develop a procurement and operations manual to provide
standards and contract formats, so as to ensure consistent and uniform per-
formance.

—The Department of Consumer and Regulatory Affairs collects over $25 million
in revenue each year, primarily from permit and license fees. However, it does
not have a policy for setting permit and license fees, and the agency does not
review them periodically. A comprehensive review of all fee schedules and the
development of a policy for setting permit and license fees is one element of the
management reform plan.

—The District will implement a one-stop shopping system in the Bureau of Motor
Vehicles, similar to systems in the states of Virginia and Oregon, which will re-
duce customers’ waiting time by 50 percent.

—In the Department of Housing and Community Development, the consultants
found weak loan underwriting and monitoring procedures, poor financial record
keeping, and high loan default rates which have jeopardized program perform-
ance and future funding. The Department of Housing and Community Develop-
ment Management Reform emphasizes outsourcing loan underwriting and other
loan servicing functions.

—The fire death rate per capita in the District is 60 percent above the national
average. Response times for advanced life support calls are extraordinarily high
on the average, and do not come close to meeting national goals. One project
for addressing response times is the development of a Fire/EMS automatic vehi-
cle location system to facilitate dispatch of vehicles.

—Fundamental communication needs are unmet due to a failing and archaic tele-
phone system. This problem negatively impacts staff productivity and service
delivery, and increases the cost of doing business. Forty percent of the District
Government’s telephones are of the rotary style, and many lack telephone fea-
tures such as voice mail and transfer capabilities. The plan calls for replacing
the District’s telephone system.

—In the Department of Health, at a time of scarce resources, an average of 25
percent of grant funds was not expended in fiscal years 1991 through 1997. The
Department of Health plan contains a project to redesign grant management op-
erations in order to utilize better available funds to provide more effective serv-
ices.

REFORM PLAN COSTS AND IMPLEMENTATION

Mr. Chairman, it is important to state that, thanks particularly to your efforts
sufficient resources exist to support implementation of the management reform
projects in fiscal year 1998. To fund the projects, a variety of sources will be used.
The CMO, working in collaboration with the Chief Financial Officer of the District,
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have reviewed the estimated needs for expenditures on management reform activi-
ties. They report that there is approximately $47 million contained in the consensus
operating budget, and approximately $79 million contained in the capital budget.
The total estimated cost for management reform projects in fiscal year 1998 is $126
million.

This is partially financed from the operating budget by the direct appropriation
of $8 million contained in the Fiscal Year 1998 District of Columbia Appropriations
Act, $30 million we have anticipated using from the net benefit generated by the
Revitalization Act’s implementation, and $9 million that was already in the budget.
In addition, we anticipated an increase of $50 million in capital borrowing, to be
combined with the $29 million for management reform projects that were already
included in the estimated fiscal year 1998 capital program. Finally, it is expected
that some of these projects will result in cost savings, or additional revenues esti-
mated to total $140 million, which can be used to support the projects in future
years.

To ensure that sufficient resources exist to support the projects, it will be critical
to track the spending and revenue streams associated with each project. Working
with the Chief Financial Officer, we are in the process of developing detailed spend-
ing plans to accomplish this task.

The Authority has instructed the department heads to implement all of the se-
lected reform plans, both those which can be effected immediately, and projects
which first require additional scheduling and coordination. There are opportunities
to address performance problems, to make employees more productive, to increase
revenues, and to improve service delivery. Some projects are already being imple-
mented. They range from stabilizing the Motor Vehicle Information System at the
Department of Public Works to strengthening the Special Operations Function of
the Fire Department. All of them will give citizens better quality services at lower
cost.

NEXT STEPS

Mr. Chairman, the Authority looks forward to the implementation of the reform
plans, and to the revitalization of City services that will be improved as a result
of this program. The Authority will continue its collaborative approach with the
management reform teams to ensure that all actions are taken to ensure implemen-
tation of the reform plans. Moreover, the Authority, members of the District Coun-
cil, and the Mayor are engaged in a series of meetings that will lead to the develop-
ment of a consensus budget and financial plan for fiscal year 1999.

In the weeks and months ahead, the Authority, utilizing the offices of the Chief
Management Officer and the Chief Financial Officer, will work to integrate impor-
tant elements of the District’s overall reform structure with the Management Re-
form Act’s efforts. First, we will require that agencies engage in a strategic planning
process that focuses on their appropriate mission, goals and objectives, to ensure
that they are supported by the reform plans. Furthermore, under the CMO’s direc-
tion, the District is developing a Comprehensive Performance Management System
to coordinate and integrate all performance measurement initiatives together in a
city-wide organizational framework. The details of this Comprehensive Performance
Management System and a timetable for its implementation were submitted to the
Congress on March 2, 1998. Additionally, we will ask that agencies, as they develop
such plans, to link performance outcomes to budget factors. Implementation of the
reform plans should reflect these factors, and we look to the CMO and the CFO to
ensure their effective implementation.

The Authority will, through the CMO, use a centrally-managed automated project
tracking system to monitor the effective implementation of the Management Reform
Plans. The data base will contain the detailed plans for each management improve-
ment project. The data base will stipulate the time frames, the major tasks, and the
person responsible for each major task. We will also refine the performance meas-
ures for each management improvement project. In turn, this will help us to deter-
mine the progress made in implementing the projects and the impact of the projects
on service delivery.

The Authority will provide regular updates to the Congress and the public on the
progress made in management reform plan implementation. We wish to make sure
that information is widely available to the public on the improvements in City serv-
ices, and we will use, where appropriate, the Internet, timely public briefings, and
other means to ensure communication with all stakeholders. Finally, the Authority
will continue its regular survey of citizens to measure the impact of service delivery
improvements on residents’ daily lives.
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The Authority will produce swift and sustained improvements to the quality of life
of District residents and visitors—positive change that our citizens can measure and
support on their own. We believe that the District can achieve sustained improve-
ment in City services with a determined implementation of this reform program.

Mr. Chairman, that concludes my prepared testimony. I would be happy to re-
spond to any questions that you or other members of the Subcommittee have at this
time.

Senator FAIRCLOTH. Thank you, Dr. Brimmer, and thank you for
the report.

Before we get into questions and more discussion than questions,
I would like to hear from Mr. Tony Williams. If we could first take
just a brief break.

[A brief recess was taken.]
Senator FAIRCLOTH. Thank you. The hearing will come to order,

and we will hear from Mr. Tony Williams, the Chief Financial Offi-
cer.

STATEMENT OF ANTHONY A. WILLIAMS

Mr. WILLIAMS. Mr. Chairman, thank you for the opportunity to
testify today before the subcommittee. It is always a pleasure, and
I would like to thank the subcommittee for its support in our ef-
forts to improve the financial and fiscal status of the District over
the last year, calendar year 1997.

If I may, Mr. Chairman, I have some charts I would like to use
to illustrate some of my points.

Senator FAIRCLOTH. Any charts. As I said earlier to the other
people, there is no rush. Take your time.

Mr. WILLIAMS. OK, Mr. Chairman.

POSITIVE FINANCIAL NEWS

Our written testimony has been submitted for the record.
I want to start by just highlighting for the committee some of the

recent positive financial news that we have seen in the District and
some of the issues behind this good financial news.

CLEAN AUDIT

I would start first and foremost with the clean audit that the
District received, the unqualified opinion, on our 1997 financial
statements. This was the first unqualified opinion in some time for
the District. I think it represents a number of things. It represents,
one, the fact that we have at least met the minimum acceptable ac-
counting standards in terms of our processes and procedures that
produce those reports and allow those reports to be judged fairly
with other institutions like the District. So, investors, stakeholders,
citizens, this Congress, the leadership in general can make in-
formed decisions, and I think that is important.

I think it also represents, Mr. Chairman, some significant
achievements we have made in bringing our people, our employees,
up to a higher level of service. There was a lot of consternation, a
lot of questions about the introduction of the new financial man-
agement system and whether our people were ready to accept the
challenge of implementing and managing that system. I think the
fact that we are able to challenge our people, bring them to the
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level of producing this clean audit says a great deal about their
ability and capacity as we move forward.

BALANCED BUDGET

Next, let me talk about the balanced budget. Mr. Chairman, the
surplus that we produced in fiscal year 1997 was a result not only
of a robust economy—that certainly contributed to an increase in
income revenues for the District—no question about it—but very,
very importantly, improvements in tax administration, tax collec-
tion, and improvements in our funds control and reporting also con-
tributed to the budget surplus. All those factors, I think, contrib-
uted to that improved fiscal outlook in 1997.

TAX SYSTEM

Just to give you an example of how we have improved the tax
system—I may not have shared this with you, Mr. Chairman, be-
fore, but last year as of this date, I think we had processed on the
order of magnitude maybe 150 tax refunds that we had sent back
to citizens. That is not in thousands. That is 150. This year we
have sent back over 30,000. Last year the cycle time for tax re-
funds was 4, 5, 6 months, God knows how long. This year our cycle
time is something like 15, 16 days. We have made a commitment
to process our refunds ahead of the IRS. We are doing that as I
speak, and I am very proud of that. I would like to thank Dr. Nat
Ghandi, our Tax Director, for a lot of his work in bringing us to
that point.

Senator FAIRCLOTH. Last year we had sent back 159 refunds.
Mr. WILLIAMS. I may be off by 100, but an extremely low num-

ber.
Senator FAIRCLOTH. And this year you are at 30,000.
Mr. WILLIAMS. Over 30,000 now have been sent back.
Senator FAIRCLOTH. Well, talk about spectacular turnarounds.

That is one.

CASHING CHECKS

Mr. WILLIAMS. Another, Mr. Chairman, is posting, cashing our
checks within 24 hours. John Hill, the Executive Director of the
Authority, and I were out visiting California and their introduction
of a new tax system, and they were showing us their floor, their
management floor, where they literally had runners pick up checks
and rush them to the bank. We were comparing this with the Dis-
trict where last year I was getting calls from folks. One gentleman
called me and said that he had sent a check of $60,000 to the Dis-
trict and would we please get around to cashing it because it had
been something like 3 or 4 months.

Senator FAIRCLOTH. $60,000.
Mr. WILLIAMS. $60,000. Dr. Ghandi implemented a policy where

checks are deposited on a 24-hour basis. We now have cashed over
$40 million in checks, and on that basis will save the District $4
million a year on interest alone.
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INVESTMENT GRADE

So, with these different improvements, we have reentered the
public market. Even though our credit rating is still below invest-
ment grade, we are trading on an investment grade basis. As you
know, Mr. Chairman, we have enjoyed two rating upgrades now,
one from Moody’s and one from Standard and Poor’s, which put us
on the threshold of investment grade.

I have talked about the budget surplus. We are paying our ven-
dors on time, and as we speak under the direction of Dr. Barnett
and our new Procurement Director, we are integrating our finan-
cial operations and procurement operations to see that the remain-
ing vendor payment problems are addressed and rectified.

FINANCIAL REPORTING

Finally—and something that we are very proud of—we are pro-
viding decisionmakers throughout the District with consolidated,
streamlined financial reporting. It is not on the speed we would
like. It is still 60 days old, but I think we have come light years,
given the fact that we have an inadequate and decrepit financial
management system.

So, Mr. Chairman, on the basis of these improvements in our fi-
nancial and fiscal affairs, I think we can see now a difference in
our general fund revenue and expenditure patterns.

In this first chart, we basically show the period from 1994 to
1997, and we see before 1996 expenditures trending ahead of reve-
nues in the District, and we see in 1997 that red line diving below
the black line, the revenue line, for the first time.

In the second chart, we see——
Senator FAIRCLOTH. The red line is the——
Mr. WILLIAMS. The red line is expenditures.
Senator FAIRCLOTH. And the dark blue line is——
Mr. WILLIAMS. Total revenues in the general fund. So, you see

on the basis of the work that we are doing, the Authority, and the
work of this committee with the Revitalization Act, you can look
now, projecting 1998 to 2002, and see that revenue line running
ahead of the expenditure line.

Mr. Chairman, that is good news for the District, and it shows
that we are now facing the potential for real structural balance in
the District. I say potential because, I think as Dr. Brimmer would
agree, this balance is tentative, fragile, and subject to change. I
think, as the Authority would also agree, the District still faces,
notwithstanding this good financial news, a number of deficits.

TAX DEFICIT

One deficit I would call our tax deficit. If you take information
technology firms, biotechnology firms, services, associations, we tax
these folks too much to be competitive.

Senator FAIRCLOTH. Would you say that again?
Mr. WILLIAMS. Information technology firms, biotechnology firms,

service firms, and associations, all of these entities are taxed on a
noncompetitive basis in the District. We tax them much higher
than surrounding jurisdictions, and this does not put the District
in a competitive position going forward.
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REVITALIZATION ACT

Even though the Revitalization Act has meant a lot for us in
terms of our fiscal status, and our net benefit from the Federal
Government has increased since the Revitalization Act, there is
still a deficit between what we feel the District deserves, if you
will, from the Federal Government and what we have actually ob-
tained.

CAPITAL DEFICIT

There is a capital deficit that remains in the District both on the
physical side and the human side. A study of the schools has shown
that there is $1 billion left in capital investment. The U.S. Depart-
ment of Transportation has shown that there is a $2 billion capital
deficit.

Senator FAIRCLOTH. How much?
Mr. WILLIAMS. Two billion dollars, sir, for public works, transpor-

tation, and a study last year by the schools showed a $1 billion cap-
ital shortfall. So, there is a huge capital shortfall in the District.

Senator FAIRCLOTH. Did you say there was a $2 billion capital
deficit for public works as in streets and——

Mr. WILLIAMS. Yes, sir, bridges, public works in general, streets,
sewer systems, all of the capital you need to have a solid public
works infrastructure in the District.

Senator FAIRCLOTH. Thank you.

SERVICE DELIVERY DEFICIT

Mr. WILLIAMS. Then finally, Mr. Chairman—and this gets us to
the next point and the whole reason for the management reforms—
a service delivery deficit. And it is in service delivery, coupled with
economic development and tax restructuring, that we can boost the
city’s economy and improve its revenues.

BUDGET PROCESS

Which allows me to wrap up, Mr. Chairman, with this final
chart. The Chief Management Officer, Dr. Barnett, and I, working
in conjunction with the Authority and under the direction of Dr.
Brimmer, based on legislation by this committee that gave the Dis-
trict the ability to streamline and reorganize the budget process,
are focusing in this year’s budget process, which includes the Fi-
nancial Authority, the Mayor, and the Council, on 10 key areas.

One, financial management, meeting some key financial targets.
Obviously they are subject to policy, but they are general goals we
all want to shoot for, whether trying to create structural balance
in the District, creating a reserve fund or trying to manage our
debt load better.

Management reform, the purpose of the hearing today.
A comprehensive labor strategy, matching pay and performance

on a consolidated basis, I believe, under the direction of the Chief
Management Officer.

Tax restructuring we have talked about already.
Federal relations. I think the committee is well aware of all of

those issues.
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Capital priorities. We have talked about the capital deficit in the
District.

RECEIVERSHIPS

Managing the receiverships, a big joint effort on all of our parts,
under the auspices of the Chief Management Officer and the Au-
thority, to try to enter successfully and ultimately collectively with
all of the receiverships into an agreement that would allow the Dis-
trict to be assured that it will move out of these receiverships by
improving service delivery in these key areas, whether it is foster
care or mental health or whatever.

I would personally think that the Congress would pay a lot of at-
tention to that because I think that the District itself in general
is in fix-up mode, and the courts have ordered fix-up mode in some
of these receiverships. And there may be some way to try to rec-
oncile all the fix ups so that we are working on a coordinated basis.

D.C. public schools is a big funding issue for the District.
Health care policy, trying to get the most bang for our buck in

health care.
And then, finally, all the different program enhancements that

will be part of the overall improvement efforts of the Chief Man-
agement Officer.

Mr. Chairman, those are the 10 issues that we face and why I
think the 1999 budget is one of the most important budgets the
District is going to formulate and enact.

With that general testimony, Mr. Chairman, I would be happy to
answer any questions you may have.

[The statement follows:]

PREPARED STATEMENT OF ANTHONY A. WILLIAMS

Chairman Faircloth, members of the committee, my name is Anthony Williams
and I am the Chief Financial Officer for the District of Columbia. Thank you for
this opportunity to testify on the issue of management reform in the District, spe-
cifically with respect to the financing of these reforms and its associated effect on
the District’s financial and fiscal stability. In addition, you requested that I discuss
the current status of the new financial management system and any other impor-
tant issues facing the District.

BACKGROUND

The District’s recent financial crisis was years in the making. Poor financial man-
agement practices that had been masked in the 1980’s by the healthy stream of real
estate revenues became acutely obvious in the 1990’s. The District faced a bleak rev-
enue picture, both because of a shrinking tax base and an ineffective tax collection
system. Compounding this, the District’s spending pattern continued unchecked.
Also, the District’s budget was and continues to be structurally imbalanced. While
we now have reversed the trend of expenditures outpacing revenues, without further
assistance from the federal government, like the President’s revitalization plan, Dis-
trict expenditures, in the long term will continue to outpace revenues. This is pri-
marily due to the District’s narrow tax base. And our financial reporting system was
abysmal. By 1995, the years of financial mismanagement and neglect posed a sig-
nificant threat to the long-term viability of the District government.

Today, the District has a balanced budget, due in large part to more effective
spending controls and better collection efforts by the Office of Tax and Revenue. In-
deed, we have gone from a projected budget deficit of $75 million to a surplus of
$105 million. We have recently had our bond ratings upgraded by both Standard
and Poor’s and Moody’s Investor Service. In addition, we have achieved the first
clean audit for the District government since 1993. These successes would not have
been possible without the support and assistance of this Committee.
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However, we still have a lot of work to do. With our financial house in order, the
District is now in a position to successfully implement management reforms that
will result in better service delivery to our citizens.

MANAGEMENT REFORM

We recognize the need for management reform. At the same time, we must also
recognize the need to implement reform in a financially responsible manner. Man-
agement reform must be brought about along with the reduction of the District’s ac-
cumulated deficit. District stakeholders must maintain and continue to improve
upon the financial health that we have worked so hard to restore.

FINANCIAL REFORM CREATED THE CONDITIONS FOR SUCCESSFUL MANAGEMENT REFORM

The enormous progress that we have made in reforming the District’s financial
management provides the foundation for successful management reform. Addition-
ally, the Council, the Mayor and the Authority have made the difficult decisions to
help put the District on sound financial footing. The District’s overall financial posi-
tion improved dramatically in fiscal year 1997, and, with responsible decision mak-
ing by District leadership, we expect that to continue into 1998 and 1999.

—This improved financial outlook is not just a byproduct of the economy. Much
of the District’s increased revenue is due to improved collection efforts of the
Office of Tax and Revenue.

[In billions of dollars]

Estimated
Fiscal year local revenue

1997 ......................................................................................................................... 2.749
1998 ......................................................................................................................... 2.811
1999 ......................................................................................................................... 2.870

Indeed, the fiscal year 1997 financial audit results show that improved revenue
collection and spending discipline left the District with a surplus for the first time
since 1993.

—The improved budget process produces better information for making decisions
while aggressive budget execution increases the capacity to enforce accountabil-
ity.

—The efforts of our Treasury department have given the District new credibility
in the bond markets. Our improved financial performance has been recognized
by the bond markets through lower rates and the recent upgrade of the Dis-
trict’s credit rating.

—The Controller’s Office has made tremendous strides in rebuilding our financial
infrastructure.

Our financial progress gives the District’s stakeholders the institutional capacity
to implement management reform. Working closely with the new Chief Management
Officer, we can now ensure that the District connects resources with results.

FUNDING

One of the most important issues regarding management reform is funding: where
will the money come from. The starting point should be the fiscal year 1998 consen-
sus budget. Our analysis of the management reform proposals indicates that it will
be possible to implement a substantial one time management reform program with
current available funds. While the Chief Management Officer is still reviewing and
assessing agency implementation plans, it is now estimated that at least $38 million
will be spent on management reform in fiscal year 1998. Funding for the $38 million
is already included in the District’s fiscal year 1998 budget. Additional funds have
been identified to the extent additional projects are approved.

The funds identified in agency budgets are based on existing spending plans, al-
though the decision makers are still working out the final numbers on management
reform. It is possible to increase the funding available for management reform even
further by reducing spending for current programs, but I strongly urge all stake-
holders to remain consistent with the overall consensus budget framework.

REDUCING THE ACCUMULATED DEFICIT

As we move forward with management reform, it is important that the District
make progress in reducing the District’s accumulated deficit. I believe that all the
stakeholders have this priority at the forefront. It is also one of the key require-
ments to move the District toward regaining Home Rule. The following principles
may serve as a useful framework for discussion:
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—The District should live within its approved fiscal year 1998 budget. Manage-
ment reform funds must only be used for approved projects, not diverted to fund
ongoing agency operations. To ensure that this happens, the Chief Management
Officer and I required agencies to develop detailed spending plans for each
project. After the plans are approved, we recommend that management reform
funds be placed in separate accounts to track projected expenses and progress.
We will show the District’s residents exactly how much was spent for each
project and exactly what results each project achieved.

—Management reform should be directed towards one-time expenses. Projects
which have significant continuing costs should be implemented through the reg-
ular budget process.

—Although the primary purpose of management reform is to improve services,
many projects are also projected to either increase revenue or create cost avoid-
ance. We must ensure that projected savings and revenues actually materialize
or clearly identify funds to pay for needed reforms. The Chief Management Offi-
cer and I will work closely together to track progress in cost reductions and rev-
enue enhancement.

COORDINATION AND COLLABORATION BETWEEN CFO AND CMO

As the financial organization moves from a control posture to a support posture,
we are committed to integrating financial management into program management
in order to improve governmental efficiencies. As we move out of a control period,
this integration will be central to the long term success of the District. Our office
has supported the Chief Management Officer in her initial efforts at implementing
management reform and we are committed to continuing that support.

OVERVIEW OF FISCAL YEAR 1999 BUDGET PROCESS AND PRIORITIES

Working together, the Mayor, the Council of the District of Columbia, and the Fi-
nancial Responsibility and Management Assistance Authority reached agreement on
the top budget priorities for fiscal year 1999. These were identified as follows:

1. Meet financial management targets.—Obviously, enhancing the District’s finan-
cial position remains a primary concern. The budget must support achievement of
key financial goals, including the following:

—Eliminate accumulated deficit
—Establish a positive fund balance
—Achieve investment grade bond rating
—Reduction of debt burden
—Develop structural budget balance
2. Funding for management reform.—Baseline budgets will not include manage-

ment reform funding. Initiatives must be prioritized and implementation decisions
must be made concurrently for fiscal year 1998 and fiscal year 1999.

3. Develop a labor strategy.—To better prioritize and support the compensation
needs of District employees, decision-makers must first devise a comprehensive
labor strategy, which will then guide budgeting and negotiating decisions for fiscal
year 1999.

4. Tax restructuring policy.—The Office of Tax and Revenue has developed options
for modifying the tax code to promote economic development and parity with sur-
rounding jurisdictions. These options, in conjunction with the Tax Revision Commis-
sion’s proposals, will provide the foundation for discussion and policy decisions.

5. Federal relations.—The federal government provides financial contributions to
the District through various forms. This discussion will focus on the best approach
to negotiating and leveraging these contributions for fiscal year 1999 and beyond.

6. Capital financing priorities.—The District faces substantial capital needs in ex-
cess of available funding. The Capital Review Team has prioritized the requests of
agencies according to sound criteria. Providing adequate funding will be a central
focus of budget discussions.

7. Returning receiverships to District control.—Currently, receiverships and court
orders account for $200 million of the District budget. To improve service delivery
and regain budgetary discretion, decision-makers must develop a strategy to im-
prove these operations so that they may be returned to the District.

8. Funding for D.C. Schools.—Improving the public schools continues to be a
major priority for the District. A combination of reform initiatives and funding sup-
port must be evaluated for fiscal year 1999.

Health policy.—Rising costs, operational issues, and a rapidly changing federal en-
vironment will require essential policy and funding decisions to be made regarding
health policy in the District. Particularly, this discussion should focus on the follow-
ing issues:
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—Funding for D.C. General/Public Benefit Corporation
—Medicaid policy
10. Program enhancements and service improvements.—As part of their budget re-

quest, agencies submitted specific program enhancements. Decision-makers must set
priorities and review the associated budget requirements to determine which will
be funded.

The District’s decision makers have a window of opportunity to set the District
on sound financial footing for years to come. Therefore, it is critically important that
these ten priorities be achieved.

The Mayor, the Council of the District of Columbia, and the District of Columbia
Financial Responsibility and Management Assistance Authority have also agreed to
a revised budget process for fiscal year 1999, as provided for in Section 11603 of
the National Capital Revitalization Act. The process includes a series of joint budget
workshops held with the Mayor, the Council, and the Financial Authority. Each
workshop is focused on these ten priorities.

After the final work session, options will be submitted to the Council for passage,
then to the Financial Authority for approval. The Financial Authority plans to
transmit the complete consensus budget to Congress for enactment.

IMPLEMENTATION OF FINANCIAL MANAGEMENT SYSTEM

Mr. Chairman, due to the leadership of this Committee, the District was able to
let a contract for the installation of a critically important new financial management
system. The need for a new system is vital for the long term financial stability of
the District. And I thank you personally for your support.

There are two aspects to the new Financial Management System (FMS): Hard-
ware/Software and the reengineering of process/training of personnel. With the as-
sistance of this Committee and the Authority, we secured funding for and selected
a vendor to implement the first piece, a new system. This system has already been
installed on a pilot basis at the Metropolitan Police Department and the D.C. Public
Schools. The feedback from these agencies has been positive. Over the next few
months, we will include the Department of Public Works and portions of the Depart-
ment of Human Services and procurement and personnel functions. The system will
be fully operational by October 1, 1998.

The new FMS allows agency heads and others to access financial information in
real time: that is, instantaneously. Currently, financial information is usually 60–
90 days old by the time it is compiled into a report for officials. Some information
is never available. With the new system, agency heads will be able to access finan-
cial information at their desktops with the click of a mouse button.

Having timely information available will allow managers to make informed deci-
sions regarding departmental priorities. The new FMS will dramatically improve
the ability of District officials to make the important budgetary and programmatic
decisions necessary to streamline and improve agency operations while at the same
time ensure that spending caps are not exceeded.

Another major component of the FMS installation includes an intensive, ongoing
training program and reengineering of our financial processes. As you know, these
elements of the implementation are critical to the success of the overall project and
ones that we take very seriously. All users will be fully trained in the operation of
the new system. Training for these pilot agencies has been completed. Additionally,
we are undertaking a reengineering of our financial process in order to ensure that
our systems and processes are synchronized for maximum efficiency and perform-
ance.

I want to thank the Committee for their support of this critically important sys-
tem and will continue to meet with you and your staff as we make progress towards
completion.

ECONOMIC DEVELOPMENT CORPORATION

Although the District has balanced its books and realized a budget surplus for the
current year, and continues to enhance its revenue collection efforts, real recovery
requires the growth of the District’s economy. The National Capital Revitalization
Corporation (NCRC) consolidates the currently fragmented economic development
functions of the City into one entity which will stimulate the economy and create
new jobs in the District.

Initially, the NCRC will be charged with preparing a strategic plan for economic
development. As we all know, the District has been lacking an economic develop-
ment strategy. Unfortunately, this has cost us significantly, in terms of lost opportu-
nities to attract and retain businesses, thereby reducing the increase in revenue
that many other cities have been experiencing. With the NCRC, the District will
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begin to see the benefits of a growing economy and a rebirth of the city, both down-
town, and perhaps more significantly, in the surrounding neighborhoods.

Too often in the past, economic development entities did not have the right staff
to make the important decisions that had to be made. The NCRC will be staffed
with economic development professionals that will be held accountable for achieving
specific results.

The NCRC will have the authority to finance economic development through the
issuance of revenue bonds, including tax increment bonds, as well as other financ-
ing, including the use of loans and grants.

CONCLUSION

In closing, a properly financed management reform plan will provide immediate
and visible benefits to the citizens of the District. However, we must remember that
management reform should be part of a broader strategy of revitalizing the District:
economic development, tax relief, and long term financial stability are equally vital
components of the District’s recovery, as is deficit reduction. If the District acts re-
sponsibly it will be possible to improve basic services and reduce excessive taxes.

Thank you and I am pleased to answer any questions the Committee may have.

Senator FAIRCLOTH. Thank you, Mr. Williams, and thank all of
you for what we are doing here and what we are trying to do.

Just as a broad statement on where we stand and what we are
doing, we have begun to make a start in this city in straightening
out the problems that have tended to inundate it for the last 20-
plus years. I find and feel a spirit of excitement in the city and
among the citizens that I see and talk to on a regular basis. Some-
body is always saying that they are beginning to see improvements,
and I think that is an excitement that we can all share and be
proud of, that it is beginning to happen.

As has been pointed out by each of you, we are a long way from
being where we need to be and where we want to be and where
we want the city to be. But I think there is a strong feeling both
here and certainly in the Congress—there is the feeling with you
all and with the citizens of the city that we have started to make
the turn. And there is the determination to continue to make it and
to make the city the type of city we want it to be.

PRESS COVERAGE

Now, Dr. Barnett, everyone else at that table and most of them
in this room know it, but you will rapidly find it out, that in Wash-
ington you are under a very finely filtered spotlight. Anything we
do here, both good and bad I must say for the press, gets excellent
coverage. [Laughter.]

And that is good because the things we do right, the improve-
ments we make will be properly reported and we will know about
them. Those tend to inspire further improvements in things.

I have got a lot of questions. When I say questions, I mean we
are here to discuss what we can do to make the city better, so do
not hesitate to speak up or ask questions yourselves.

POLICE DEPARTMENT

I want to start. One of the first things, Dr. Brimmer and Dr.
Barnett, is the police department. The Metropolitan Police Depart-
ment is currently operating under a memorandum of understand-
ing. Some have criticized the MOU partnership because it has too
many chiefs and creates too many lines of authority. Among those
who have criticized it, I am in the group.
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I was disappointed to see that after 1 year, the MOU received
a report about the number of police still behind desks. The police
still do not deploy officers to the streets as recommended. Some are
there. It is a little better, but it is a long way from where it should
be.

Do you all share the criticism of the MOU partnership? Would
you recommend continuing MOU as a structure, or is it something
we should monitor very, very closely in the next year?

We have time to think. We have begun to make the turn, so we
can take the time to think.

I think we have made great headway, Dr. Barnett, in speeding
tickets and getting building permits, and we are beginning to func-
tion as a city should.

POLICE CHIEF CHAUFFEURS

But the Police Chief, Chief Proctor, who I think is doing a good
job and trying, has three chauffeurs. That is the type of ludicrous
thing we have been reading and the public has been reading about
the city now for far too many years. It is time that we cut out that
kind of stuff and move to running it like a hard, tough, real city
should be run and eliminate the fluff.

MEMORANDUM OF UNDERSTANDING

That having been said—and I will ask any one of the three—do
you share the criticism that has been levied against the MOU, not
as individual members of the MOU because I think that every one
there has truly tried to make it work, but as an operating entity,
as a way of doing business?

Dr. BRIMMER. Mr. Chairman, I will speak to it. I am a member
of the MOU group. Three of us at the Authority are members: Vice
Chairman Harlan and Ms. Newman.

The group was formed in order to bring to bear all of the re-
sources in the city concerned with criminal justice in order to mobi-
lize those resources and use them most effectively. It got started
when the police department was under the day-to-day direction and
supervision of the Mayor.

BOOZ ALLEN STUDY

You might recall that soon after the group was started, we en-
gaged a management consulting firm, Booz Allen and Hamilton, to
study the department, tell us what is wrong, what can be done to
improve it. We thought it was better to have that study and review
paid for by the Control Board. We paid for it. We engaged them,
but we thought the one way to get it done was to take responsibil-
ity for it.

MEMBERS OF MEMORANDUM OF UNDERSTANDING GROUP

But we also concluded that the members of what later became
the group had different responsibilities. The memorandum of un-
derstanding group includes the three members of the Authority.
The Mayor is a member, the chair of the Council is a member, as
is the chair of the Judiciary Committee, and the Corporation Coun-
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sel. The Chief of Police is a member. The U.S. Attorney is a mem-
ber and the Chief Judge of the Superior Court. All are members.

Senator FAIRCLOTH. How many members total? Seven?
Dr. BRIMMER. Seven, that is correct.
It is an informal group. We meet, we discuss a number of issues.

The group is chaired by Mr. Harlan who is the Vice Chair of the
Authority and the member among us who already had oversight re-
sponsibilities for public safety, the police, corrections, and fire.

What has the group done in relation to the implementation of the
reforms and now the role it is playing in the search for a new po-
lice chief?

The group serves in an advisory role. The MOU group does not
give day-to-day instruction and direction to the police chief. When
we empowered the Chief in February 1997 to run the department,
we made it clear, first, that the day-to-day operations of the depart-
ment were in the hands of the Chief. The Mayor delegated that au-
thority to the Chief.

AUTHORITY DELEGATED TO CHIEF

Senator FAIRCLOTH. I am sorry?
Dr. BRIMMER. The Mayor delegated his day-to-day oversight and

direction.
Senator FAIRCLOTH. The Mayor does not have that.
Dr. BRIMMER. No, no; under the statute he has it, but we encour-

aged the Mayor in the winter of 1997 to delegate that authority to
the Chief of Police.

One of the recommendations of the Booz Allen group was that
the day-to-day direction of the department be transferred from the
Mayor and vested in the chief. They said that as a result of their
study, they had concluded that there was an unnecessary degree—
there had been an unnecessary degree of day-to-day intervention
by the Mayor’s office in the conduct of the police department. They
said that intervention had not been helpful, but it had been a
source of difficulties.

We took that advice seriously, and we discussed the matter with
the Mayor and encouraged him to delegate his authority to the
chief for day-to-day operations and oversight.

At the same time, we at the Control Board used our authority,
which we could do under our legislation. We gave the chief the
power to make personnel decisions outside of the city personnel
rules. We delegated to the chief the power to make procurement de-
cisions outside. Booz Allen and Hamilton told us that those powers
were necessary to enable the Chief to function. So, for well over 1
year, the Chief has had the responsibility to run the department.

Now, the Chief does consult, and I want to stress that. The Chief
does consult with the MOU group, and particularly the Chief does
consult with the chair of the MOU group, Mr. Harlan, because Mr.
Harlan is available and devotes more time and attention to it. But
the MOU group has not been running the department, and I am
going to stress that. The Chief runs the department, and the over-
sight is provided basically by the Control Board. I want to stress
that because there are three of us, and Mr. Harlan is the chair.
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SEARCH FOR POLICE CHIEF

Now, let me say one thing about the role of the MOU in the
search for the police chief. Under the statute the Mayor has the au-
thority to appoint the chief with the approval of the Council, but
at the very beginning it was understood, and the Mayor has said
it publicly, that the search, while technically it will be conducted
by the Mayor, in fact——

Senator FAIRCLOTH. Would be conducted by——
Dr. BRIMMER. Would be conducted by three people, the Mayor,

the chair of the MOU group, Mr. Harlan, and Mr. Evans, the chair
of the Council’s Judiciary Committee. Those three persons are, in
fact, acting as the search committee for the chief.

However, all of us are participating and discussing the search. I
participate. Ms. Newman participates.

The search was put in the hands of a management recruiting
firm, Norm Roberts of California. He has produced a list of can-
didates that is very strong. The list has been reviewed by us, and
we will be interviewing those candidates. I can assure you that,
just as was the case with our search for the Chief Management Of-
ficer, we will play a strong role in identifying those candidates. I
can assure you—and the Mayor has said it publicly—the candidate
recommended to be police chief will be the candidate agreed to by
the MOU group. I said that that means the whole group. All of us
are participating.

The search is quite far along, and my review of the list and the
references convinces me that we will end up with a first-rate chief
of police.

Now, I know the Mayor has established a committee. He is look-
ing for public input, and that would be appreciated, and their views
will be considered. But in the end the selection of the Chief of Po-
lice will be the result of the process I have just described where the
search is in the hands of the MOU, and those of us who are mem-
bers of it will be playing a strong role.

Senator FAIRCLOTH. Thank you, Dr. Brimmer. I thank you. I
have a question I want to ask you in a little bit but not right now.

MEMORANDUM OF UNDERSTANDING WIN-WIN SITUATION

The MOU started out in a win-win situation because from where
the Police Department was, there was not much you could do to
make it worse. So, the MOU had a pretty good base to begin with.
Booz Allen did not have to bring their top brains to the table to
figure out that there was an unnecessary degree of interference in
the Police Department by the Mayor. That did not require deep and
long study. It was pretty obvious from day one.

Dr. BRIMMER. Mr. Chairman, may I just say one other thing? I
realize you did ask the question, is the MOU needed, should we
keep it?

Senator FAIRCLOTH. Yes; that was my one question I wanted to
ask you. Dr. Brimmer, in a word, yes or no. Is it good or bad?

Dr. BRIMMER. Yes. Yes, and I reached that because I raised the
question myself 1 week or 10 days ago.

Senator FAIRCLOTH. Is that the way to run a police department
with an MOU? Yes or no.
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Dr. BRIMMER. In the District’s setting with this diversity and dis-
persion of authority, the answer is yes, but I would hope that the
need for the MOU would disappear very quickly.

Senator FAIRCLOTH. Thank you, Dr. Brimmer. I have got some
other questions.

Dr. Barnett, I do not mean to put you on the spotlight, but this
is a question we are going to face. You have had a fairly full plate
with nine agencies and have not really had time to get beyond your
purview of what you are assigned to do. But would you recommend
the change of the MOU structure in the way the Police Department
has been handled?

MEMORANDUM OF UNDERSTANDING PARTNERSHIP

Dr. BARNETT. I think the MOU partnership is a good way to get
people together from a criminal justice system and coordinate ac-
tivities. In that sense, I think it has been an extremely valuable
group, and I would hope that it continues.

In terms of the management of the police department, I have not
seen any police department managed by a group like this, and as
Dr. Brimmer has indicated, I do not think it was the intent for the
MOU partners to manage the police department. I think we do
need to look at clarifying the lines of authority in the police depart-
ment, and I think in the police department, like many of the other
agencies, we need to bring the government back together because
we all need to work together.

One of the things that I am trying to do operationally is to be
sure that the police department and the nine agencies that I work
with and any of the other agencies work together to provide the
service because that is ultimately what it is going to take. I recog-
nize that we are in a transition period, and so some things are nec-
essary now that may not be necessary later, but I do hope that we
will be able to bring the government back together.

Senator FAIRCLOTH. Thank you, and that is a good summation,
I think, of where we stand. The MOU has certainly served well.
They have served without benefit of pay or anything else. They
have just dug in and the three members of the Control Board, to-
tally unpaid, have done work, and have tried to make it work.

Tony, would you care to——
Mr. WILLIAMS. Mr. Chairman, as the CFO, I really do not have

any public, formal opinion on the matter. I think that is best to
have it that way.

Senator FAIRCLOTH. I am sorry?
Mr. WILLIAMS. I think it is best to have it that way, for me to

focus on the financial issues.
Senator FAIRCLOTH. Since we are on you, Mr. Williams, I wanted

to just say one thing in great praise. I have heard nothing, in visits
with you and Dr. Barnett, but of the cooperation between the CFO
and Dr. Barnett’s office. Behind your back, she has been high in
praise of your cooperation and what you have done and how it is
working together to bring a coordinated effort. For that, I thank
both of you.
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MANAGEMENT IMPROVEMENT PROJECTS

Dr. Brimmer and Dr. Barnett, following the release of the man-
agement reform plan, the Control Board selected 269 management
improvement projects to be included in the reform plan. These
projects cover pretty much every area from welfare to work to
street cleaning, trash collection, improvements that are long over-
due. It appears that some of these projects will be completed this
year and some will extend on to the turn of the century.

Could you tell us what percentage of the projects are short term,
to be completed immediately and what percentage are long term,
to be completed over an extended period of time? Dr. Barnett,
would you——

Dr. BARNETT. I can estimate that for you. Much of the manage-
ment reform projects are——

Senator FAIRCLOTH. Name me some examples of what we are try-
ing to do immediately.

Dr. BARNETT. Well, a lot of the immediate work has to do with
what I would call short-term operational issues that require atten-
tion. In some cases a management reform project is characterized
as stabilizing the leadership of the department, which means hir-
ing where there has not been a permanent director. Or it is devel-
oping a strategic plan, as I discussed in my testimony earlier, that
we will be doing citywide. Or it might be buying a piece of equip-
ment such as a fire truck or an ambulance that is needed to pro-
vide the service. So, in those cases, those types of management re-
form projects are pretty easy to accomplish within the scope of the
remainder of this fiscal year.

Other types of projects are mostly systems implementation.
There are computer systems that need to be designed and installed
to do things like support the motor vehicle registration or the
grants processing in the Housing Department, or a wide area net-
work throughout the city, or installing telephone systems. Those
may not all be completed. In fact, they will not all be completed
by the end of the year.

YEAR 2000 COMPLAINT

One of our major projects is to be sure that all of our computers
are year 2000 compliant. That is one of our major initiatives under
management reform. That project is underway, but it is not antici-
pated that we will complete that until midyear 1999.

So, those are the examples of them. The large dollar projects gen-
erally, where most of the effort and most of the money are, are
going to take more than this fiscal year to complete just because
of the nature of the project. Some of the shorter-term projects I
think we will be able to finish this year.

Senator FAIRCLOTH. Dr. Brimmer, if I heard you correctly in ear-
lier testimony, you mentioned, however the phrasing was, that once
money is appropriated for a major project, that it stays there. It is
not chopped off at the end of the year to be redone. Would you tell
me what you said again?

Dr. BRIMMER. Yes; before I do, Mr. Chairman, may I call your at-
tention to my testimony?

Senator FAIRCLOTH. All right.
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PROJECTS UNDERWAY

Dr. BRIMMER. I did include some of the examples of the projects
that are underway. They give the flavor of what is being done. A
couple of items Dr. Barnett mentioned are included. I put this in
deliberately to indicate that we are not twiddling our thumbs.

Senator FAIRCLOTH. You are not what?
Dr. BRIMMER. We are not twiddling our thumbs. It is not just ef-

forts being planned, but project that are actually being done.
Now, I will call your attention to some of those. They illustrate

what under certain circumstances I might be tempted to call low-
hanging fruit, but I will not. These are examples of activities that
are going on in a variety of departments already. Some of them will
be completed in months. Some will be completed by the end of the
year and so on. So, they are actually being implemented. Very soon
the service delivery associated with these will be showing up.

Senator FAIRCLOTH. I hope we are gathering the low-hanging
fruit quickly and carefully.

Dr. BRIMMER. Yes.

COMPLETION OF GOALS AND PROJECTS

Senator FAIRCLOTH. My question was really—and maybe Mr.
Williams will speak to this—that there had been a tendency in the
city of no continuity of a project, that we would start a plan, a pro-
gram and chop it off and the budgeting did not flow from year to
year to arrange for the proper completion of a given goal or project.

Dr. BRIMMER. Yes; that is the point I was addressing, Mr. Chair-
man. It is my understanding that in the past most appropriated
funds were fiscal year funds that gave rise to the deplorable habit
of agencies finding themselves during the year rushing at the end
to spend the money before the authority lapses.

FUNDS AVAILABLE FOR LIFE OF PROJECT

What I am saying is that—and this is what we spelled out in our
testimony when we were before you with the budget—the funds we
are earmarking for management reform we would like to have
available over the life of the project and not have it lapse at the
end of the fiscal year simply because the funds were appropriated
during a given fiscal year. So, the $8 million, for example, that you
provided. The chances are that we will spend all of it this fiscal
year, but if we do not, we do not want to see it lapse. That is what
I meant. We want the funding earmarked for management reform
to be available to finance the implementation of that project, how-
ever long it takes.

Senator FAIRCLOTH. Thank you, Dr. Brimmer.
Mr. Williams, I had two questions. One I am sure is overlapping

and I am not into the details of the city’s operation enough to un-
derstand, but I remember very clearly in time—maybe it was al-
most 2 years ago—that we met and maybe with the Control Board
at the time.

ACCOUNTING SYSTEM

In essence what you said was that the city did not have an ac-
counting system, that the equipment was antiquated to broken,
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that a lot of the people were untrained. I am not trying to quote
you, but that is in essence what you said and that we just did not
really have an accounting system for the city.

What I would like to know—and I heard what Dr. Barnett said,
that one of our first goals and moves was to improve equipment.
Would you tell me how that is coming, how much of it we have
outsourced, which is one thing we were going to do? Would you tell
us how that is coming? Because the core and the basis of the oper-
ations of the city have to come from sound accounting practices. So,
would you tell us what you have been able to do and where we
stand?

Mr. WILLIAMS. Yes, sir; when we talked to you, we discussed
with you the fact that, in our estimation, the District was lacking
in a number of the key elements of a workable financial system,
and we defined a financial system to include not only hardware
and software but operations, people, and processes, and that we
needed to do a lot of work in each of these different areas.

FINANCIAL MANAGEMENT SYSTEM

As we began to do work on the people, process, and operations
front, under the auspices of the Authority and in conjunction with
them, we issued a solicitation for a new financial management sys-
tem. We had involvement from the Congress in terms of oversight
and critique of that solicitation. The GAO was involved in terms of
critique. The OMB was involved as well. It was directly involved,
along with our people and staff of the Authority, to move forward
on the solicitation.

After an exhaustive amount of analysis and review, including an
analysis of the capabilities of the current system, we made a deci-
sion. That decision was based on comparing the existing, as-is situ-
ation, with a situation in which we basically took the system, tried
to improve it, bought a new system, and another option in which
we took the new system and looked at what additional people or
combinations of people and staffing patterns we needed to make
this thing work best. We decided that of all of the different options,
the option to implement was a new system, and so we proceeded
with the solicitation on that basis.

Having done that, I think we did two things in the financial
management system from a risk management point of view that
have allowed us to move forward I think on time and under budget.

RISK MANAGEMENT

The first is we enlisted, again on the basis of a nationwide solici-
tation, the help of a contract management firm, James Martin,
known around the country for contract management of projects like
this. To provide us assistance and consultation in managing the
firm, Peat Marwick is being used for installing the project. And I
think that was a big step in terms of risk management.

Another risk management step that we have taken was that we
have all along planned on installation of the system on an incre-
mental, as opposed to what is called a big bang, basis. In other
words, rather than waiting to a certain point in the year turning
the system on in all the different agencies, we decided that what
we would do is prioritize the major service areas, the agencies with
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the major dollar volumes, bring them up on a pilot basis, test them
on an experimental basis while we still use the old system as what
we call the system of record, and then over the summer bring the
remaining agencies on board so that on October 1, the beginning
of the next fiscal year, we can execute the new system throughout
all the agencies as the system of record. This will leave us another
6 months to do what we call the reengineering, the final indepth
fix on all these processes and operations that plague the District.

Senator FAIRCLOTH. Mr. Williams, where does that stand now?
How far are we into that?

Mr. WILLIAMS. Mr. Chairman, we have now installed the major
initial pilots. Those are the police department, public works, public
schools, and part of the Controller’s Office, my office, that services
the smaller agencies in the District.

Senator FAIRCLOTH. This will all, as I understand it, feed into
one entity.

Mr. WILLIAMS. That is correct, sir. Essentially all the different fi-
nancial accounting activities feed into the general ledger, and then
associated with this general ledger are different what you call mod-
ules, many of which we do not have right now, I might add. If I
go down the list, you will not believe what we do not have right
now. We do not have, for example, an accounts payable.

Senator FAIRCLOTH. You are getting them.
Mr. WILLIAMS. Right. We do not have accounts receivable. We do

not have grants. We do not have budget. I mean, it is incredible.
Senator FAIRCLOTH. But we are getting there.
Mr. WILLIAMS. But we are getting them, yes, sir.
One final thing—and I think you would appreciate this with your

experience, Mr. Chairman, in highways—is we really are insistent
on the belief that while we are essentially digging up the road that
we not only fix, let us say, the storm drains, we fix everything
while we have got the road open. So, the analogy here is that,
while we have got this system being installed in the agencies, we
use this opportunity to aggressively and thoroughly reengineer not
only the financial operations and processes, but in conjunction with
the CMO, also look at all the other related and interfaced manage-
ment information processes, a spectacular example of which would
be procurement.

Dr. BRIMMER. Mr. Chairman?
Senator FAIRCLOTH. Yes; Dr. Brimmer.
Dr. BRIMMER. You said we could make comments or questions.
Senator FAIRCLOTH. Yes; we are wide open. There are no strict

rules here.
Dr. BRIMMER. I want to take this opportunity to report to you

that the progress Mr. Williams just described was made possible
entirely by your efforts. You might recall well over 1 year ago, we
had a great deal of difficulty getting authorization to proceed with
the acquisition of the financial management system and the imple-
mentation of the plan Mr. Williams described. In fact, there was
active opposition which, if it had prevailed, we would have still
been stuck with the old system with no progress being made. So,
what you see here today is a result of the position you took when
you insisted that these funds be included and that the management
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of the system be left to the Authority and Tony Williams. I want
to report that because this is good news, a favorable outcome.

Senator FAIRCLOTH. I sure appreciate it. I need it in North Caro-
lina worse than I do here. [Laughter.]

But thank you.
Mr. WILLIAMS. I want to echo that, Mr. Chairman.
Senator FAIRCLOTH. I do have a question for Mr. Williams. As I

said and alluded to a while ago, I guess no city in the country, cer-
tainly not in this country, is more under the intense scrutiny, that
problems are more magnified than here.

DECEASED RETIREES ON PAYROLL

So, saying that, I ask you, Mr. Williams. Peat Marwick deter-
mined that 20 deceased retirees from the District’s payrolls were
receiving retirement benefits. I understand where we are moving,
but would you explain to the committee how this happened and
what we are doing to avoid that kind of glaring bad publicity in the
future?

Mr. WILLIAMS. Yes, sir; what had happened was—essentially,
Mr. Chairman, what you are always trying to do in these personnel
and payroll situations is you are trying to take three universes, if
you will, and make sure that——

Senator FAIRCLOTH. Three?
Mr. WILLIAMS. You are trying to take three universes or data-

bases, if you will, and you want to make sure that they are always
synchronized. So, you have got people who show up or people who
have filed for retirement, and you want to make sure that the
count of who is working or who is eligible for retirement matches,
who you are paying matches your records for what you have budg-
eted. Position control in the District is something that is one of our
top priorities and something we have been working on all along to
try to bring forward.

What had happened with this particular case was that we were
getting these accounts and the Social Security numbers related to
these accounts coming to pay and retirement, and we were only re-
viewing them on a yearly basis. In reviewing them only on a yearly
basis, we had accounts falling between the cracks or under the
radar.

What we had already started doing when the audit came out was
accelerating that review to every quarter or every 3 months, using
outside help to review these files to see that all the different data-
bases matched, to make sure all the accounts are authentic before
the retirement payroll was actually sent.

I also might add, Mr. Chairman, I believe we have reclaimed
one-half of these accounts, and we have efforts underway to reclaim
the amounts owed the District in the remaining accounts as well.

Senator FAIRCLOTH. By reclaiming the accounts, you mean get
the money back?

Mr. WILLIAMS. Getting restitution for the money we paid out,
right.

Senator FAIRCLOTH. Well, that is great.
I understand that what you took over, and we have to evaluate

where we are from, where we came from.
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FINANCIAL OPERATIONS

Mr. WILLIAMS. If I could say, Mr. Chairman, I think it is impor-
tant you mentioned that case because it is our goal now in the fi-
nancial operation. You talked about the win-win situation for the
MOU. In a lot of ways, I inherited a win-win situation because
things were so bad, you could not do anything but win in some
cases.

We have got to do more than simply get an unqualified opinion.
We have committed ourselves now to really bringing the District
ahead of the rest of the pack or ahead of other governments in the
country, in that it is our goal now to eliminate all material weak-
nesses and to minimize the management letter comments that the
District has. Most governments are happy if they have got one or
two material weaknesses and some management letter comments.
We want to have no material weaknesses and minimum manage-
ment letter comments because I think that is a testament to the
soundness and integrity of the financial operations.

Senator FAIRCLOTH. Well, thank you. This is a goal of where we
have got to go. As I say, we have begun to move, and I redundantly
say I sense a spirit of revitalization among the citizens of the city.
It might not be total and unanimous, but I think the vast majority
of the people in the District feel that we are doing the right thing
and moving in the right direction.

MEDICAL MALPRACTICE REFORM

Dr. Brimmer, I had a question here and maybe Dr. Barnett
would like to help on it. I ask this question because it is of interest
to a lot of people and a lot of Members of Congress. The Senate
report accompanying the fiscal year 1998 appropriations bill re-
quired the Control Board to submit to Congress by March 1 of this
year a report on malpractice reform for the District.

Malpractice reform is not only an area of interest to members of
this subcommittee, but it is pretty high on the radar screen of all
the Members of Congress. In fact, medical malpractice reform is an
issue of concern to the entire Nation. Sometimes it seems trial at-
torneys are running up the cost of everything we do.

Dr. Brimmer, we have not received this report. When can we ex-
pect it and when it arrives, will it be making recommendations for
reform? What will it say?

Dr. BRIMMER. Actually, Mr. Chairman, it was submitted yester-
day. It probably got to your office very late, but it was submitted
yesterday.

Senator FAIRCLOTH. Would you tell us very briefly what it says?
Dr. BRIMMER. Yes; we concluded, based on the evidence in front

of us, based on our hearings, based on our investigation, that there
was no basis for imposing the kind of caps that the proponents of
the reform had recommended. We did recognize that the evidence
is conflicting.

Senator FAIRCLOTH. I am sorry.
Dr. BRIMMER. The evidence is conflicting.
First, the cost of medical malpractice insurance is higher in the

District than it is in Maryland or Virginia.
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But we also found that the cost of medical malpractice insurance
for the various specialties is very close to the cost in Baltimore,
that when the setting, population groups, demographic characteris-
tics, members with insurance coverage are compared, there are
very few differences.

The proponents were not able to demonstrate that the cost of in-
surance is uniquely related to settlements and awards in the mal-
practice suits.

That is the essence of the proposal that was in front of us.
Senator FAIRCLOTH. Well, thank you.
Dr. BRIMMER. We concluded that that was an area where it

would be better for the local government, the City Council specifi-
cally, to address the question, and if the evidence demonstrated
that the effects were adverse, they should act.

We also said that the economic case was not made at this time,
but if evidence comes to our attention, if experience shows that
there is a negative impact on the economic viability of the District
and the availability of services, we would come back into the mat-
ter. But for the time being, we concluded it with the recommenda-
tions I just made.

Senator FAIRCLOTH. I thank you.
One thing that brought it to my attention, I saw that a promi-

nent malpractice attorney was attacking maybe me and the Control
Board for what we were doing in trying to reform some of the prob-
lems. I understand that you are making no recommendation, but
I do think the issue requires close scrutiny.

Dr. BRIMMER. I am sorry, Mr. Chairman. Our recommendation
was that the Congress leave this to the locals.

Senator FAIRCLOTH. I was somewhat, if I must say, disappointed
at your not making recommendations on the caps because this is
a problem. But we have many problems and we are going to solve
them, and we will address that one later, too, if it needs attention.

Dr. Barnett, you are new to the job. You have been on the job
2 months now, or 3?

Dr. BARNETT. 2 months.
Senator FAIRCLOTH. 2 months.
Prior to your coming to the board, the Control Board approved

management reform plans which were developed by consultants.
These plans identified management improvement projects that you
have discussed, the 269 projects.

Let me ask you. I am sure you have had an opportunity to look
at the recommendations. Are these areas of priorities with which
you agree with the Control Board?

Dr. BARNETT. Yes.
Senator FAIRCLOTH. Of the 269, you are going to be undertaking

some of them, as you said, earlier this year and some are not.

CONSULTANTS

I have always had a theory that if a private company, if the ex-
ecutives went out and hired consultants, that there was something
wrong with the executives if they needed somebody to come tell
them what to do.

How can we make sure that the city learns and that we keep our
management practices up to date, that we are not forever getting
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into the pit that we feel like we need outside intelligence to lift us
out?

IMPLEMENTATION OF MANAGEMENT REFORM

Dr. BARNETT. The first thing that we are doing is looking at the
consultant contracts that we have on the table for implementing
management reform. One of the things I have asked all the agency
directors to do is to tell me whether they think the plan for imple-
mentation is appropriate, whether they think the consultant that
has done the recommendations is the appropriate one to do the im-
plementation, and to convince me that we need the consultant at
all, that we do not have internal capacity. If the recommendation
is that we do not have internal capacity to implement all or part
of these management reforms, then part of what the job of the con-
sultant will be is to build that internal capacity so that we are re-
structuring the way we are using the consultants and the imple-
mentation of management reform.

The question you ask, however, goes to a longer-term issue in the
District which is the capacity of the managers and the work force,
and this is something that is going to take us a while to address,
but we have some training and development initiatives underway.
I expect that we will expand those greatly, and I expect that we
will also be recruiting additional talent. So, in these ways I think
we will be able to fill the gaps and also build the organization so
that it is not dependent on outside consultants.

Senator FAIRCLOTH. Thank you, Dr. Barnett, and I thank you,
Dr. Brimmer and Mr. Williams.

As we have said here this morning, and each of you have pretty
much said the same thing, we are making headway. We have come
a long way. I must say that I want to briefly praise what you all
have done and where you have come from in the relatively short
time.

The people that have been by with various ones of you, and I will
not name the people, but I have been impressed by each of the as-
sistants and people that are working under you to bring about the
spirit and the enthusiasm with what we are doing.

STATUS OF RECEIVERSHIPS

I had one last question I wanted to bring, and it would be to Dr.
Barnett and to Mr. Williams. It is the status of receiverships. I
think this city has probably had more problems with judges, and
particularly I am referring to the school system and keeping the
schools closed for weeks and months beyond what I think should
have been.

But what we have are receiverships running several of the Dis-
trict’s departments and programs—child welfare, mental health
services, public housing, and the health system at the D.C. jail. I
assume that is the jail rather than Lorton.

When can we expect to get out from under these receiverships?
They are burdensome, they are bothersome, and they are in es-
sence an insult to the city. When do we hope and think we can
begin to get rid of some of these?

Well, you both have worked together beautifully on it, so I will
listen to both answers.
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NUMBER OF RECEIVERS OR TRUSTEES

Dr. BARNETT. One of the things that I mentioned earlier was the
need to bring the government together. One of the ways that we
need to do that is to deal with these receivers. We have 14 receiv-
ers or trustees or special masters running parts of the city oper-
ation. Our objective, and one of the reasons that we have identified
this as one of the 10 budget issues for the Council and the Mayor
and the Control Board to deal with, is because of the effect that
it has on both our finances and our operations.

We are going to be discussing plans for exit strategies for receiv-
ers this Friday in the budget work sessions that we have with the
policymakers to begin discussions with the receivers and with the
policymakers about how we can improve the services so that the re-
ceivers are no longer necessary.

I cannot specifically answer your question on how long it is going
to take us to do that because in many cases we do not have clear
exit strategies from the receivers. We do not have clear perform-
ance expectations that we need to achieve before we are sure that
we have met the standards. But more importantly, we need to de-
velop new kinds of dialogs and negotiations so that we can develop
those in such a way that we can do them.

MENTAL HEALTH AND CHILD WELFARE RECEIVERS

We have made some progress with the two receivers that you
particularly mentioned in mental health and also on child welfare.
We have negotiated what we are calling memorandum of under-
standing agreements with those receivers that has to do with how
we will conduct ourselves operationally and financially. We have
got some agreements about how we will work together, and how
they will develop what is essentially their management reform ini-
tiatives so that we can support each other in doing that. I am en-
couraged by that progress and I think that there is opportunity for
more progress with the other receivers.

As you know, it is a substantial portion of our budget that is not
controlled by our regular budgetary process because of the court or-
dered initiatives. So, it is in everyone’s best interest to have an exit
strategy. It is one of our top priorities. Working with the Corpora-
tion Counsel on the legal side of all of this, I think we will develop
some strategies, for the first time in a long time, that not only set
the goal of bringing services to the point where these receivers are
no longer necessary, but that actually achieve that goal.

Mr. WILLIAMS. Mr. Chairman, I would agree with everything
that Dr. Barnett has stated. I think for a long time we have not
been able to chart a path for getting out of the receiverships be-
cause we have not really had the kind of program information, let
alone the kind of financial information, matched to it from them
that allows us to make that kind of projection. So, this effort to
work with them to develop that information, develop these plans,
we wholeheartedly support.

But I would also mention, Mr. Chairman, this is just a thought
and I guess it does intrude slightly, if not completely, into the pol-
icy area, and it does not represent anyone’s official opinion. But it
seems to me that the receivers are all in the process on behalf of
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the courts in pursuing remedies. In pursuing those remedies, they
are generally operating under a Federal mandate and ultimately a
legislative mandate. It seems to me the financial plan for the Dis-
trict ultimately is the responsibility of the Authority, reporting to
the Congress, to see that the District’s recovery commences.

FINANCIAL AUTHORITY RESPONSIBLE FOR MANAGEMENT AND FISCAL
RECOVERY

The Financial Authority is responsible ultimately for the man-
agement and fiscal recovery of the District, responsible to this Con-
gress for that, if you want to call it, remedy.

Senator FAIRCLOTH. The Financial Authority meaning the Con-
trol Board.

Mr. WILLIAMS. The Control Board.
Senator FAIRCLOTH. Yes; OK.
Mr. WILLIAMS. Just using the fancy title. The Control Board for

basically financial management and recovery of the District, report-
ing to the Congress.

RECEIVERS PURSUING THEIR OWN FIX

Now, you have got a number of these different receivers also pur-
suing their own fix. Right? The problem is they are not coordinated
in any way or synchronized in any way with the overall manage-
ment/fiscal fix in the District. It seems to me there may be some
opportunity for some legislative language that would at least put
these remedies pursued by the receivers under the same kind of
fiscal auspices and framework the rest of the District operates
under. It just would make good management sense.

Senator FAIRCLOTH. Well, it certainly does to me, and this is one
reason I was pursuing the question. If your job is being a receiver,
there is a tendency to perpetuate your job.

Dr. BRIMMER. Mr. Chairman.
Senator FAIRCLOTH. Yes; Dr. Brimmer. Just one second.
And recommendations from all three of you is what we need to

do to get control of the city from the receivers. I would like to have
just a call or visit, whatever we need to do, to begin to effect this.

Yes; Dr. Brimmer.
Dr. BRIMMER. The question of receivers and the relation between

the city and the receivers is a policy matter. The Authority has
taken the initiative to try to work this through. The Corporation
Counsel is taking the lead because it is a legal matter, a matter
of the courts, in working with the Authority, and the CMO has
joined that effort most recently.

But the fundamental issue is the extent to which the conditions
which gave rise to the receivership——

Senator FAIRCLOTH. I am sorry. What now?

CITY NOT PROVIDING SERVICES

Dr. BRIMMER. The receiverships, the masters are there because
the courts concluded that the city was not providing the services,
was not carrying out the law, and the only remedy was to have the
court step in, provide a mechanism for enforcing the law.
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The task now is to correct the deficiencies so that the basis for
the receivership can disappear, and that is the responsibility of the
Authority. We are making certain that some of these deficiencies
are being corrected, and I call your attention to the editorial in to-
day’s Washington Post which deals directly with the question you
have just described.

Senator FAIRCLOTH. Well, I am glad to hear the gospel. [Laugh-
ter.]

YOUTH DETENTION

Dr. BRIMMER. But it reports that the city administration did
nothing about—this is the youth detention case—until the court
stepped in, and the Authority then stepped in to enforce the
changes.

Senator FAIRCLOTH. The Authority being the Control Board.
Dr. BRIMMER. The Control Board stepped in, provided the re-

sources, ordered the revamping of the management, and the condi-
tion has now improved, not to the point where the court is likely
to disappear anytime soon or the receivers disappear anytime soon,
but it describes how it is to be done. It is not simply denouncing
the receiver but correcting the problems, and that is what we are
trying to do.

Senator FAIRCLOTH. I understand, and I thank you. I am thor-
oughly familiar with why they were appointed, the necessity for
them, but my question is—and it is not a question. We have to
begin to get rid of that oversight because of the inefficiency in run-
ning the city. What form we go at it, I do not know, but all I know
is that whatever a governmental agency happens to be—and the
receivership is a governmental agency—usually its primary goal is
not to terminate its existence. So, I think that is something that,
as people running the city, we need to make sure that we stay alert
to, and as soon as these masters can be eliminated, we need to
eliminate them.

RECEIVERS—BUDGETARY IMPLICATION

Dr. BRIMMER. I agree, and the budgetary implications are very
serious. As matters stand now, basically the receivers, while one or
two of them consult with us over their budget, basically write their
budget and pass it through. This will have serious budget implica-
tions.

We are now seeking to have discussions with all of the receivers,
and I can tell you now that you might see some more controversy
because at the Control Board, we have to weigh these budget
claims against all other budget claims. The time might come when
we will simply have to say to the receivers, please try to operate
more efficiently because we cannot provide all the money you are
seeking.

Senator FAIRCLOTH. This is what I am saying, that we need to
get this receivership thing behind us, and the quicker we can do
it, the better off we are.
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ADDITIONAL COMMITTEE QUESTIONS

Again, I say I thank you for what you are doing for the city. We
certainly all have the same goals, the same hopes in mind, and no
question we have turned the corner and we have started to move
in the direction that we are going to have to go. I want to say to
you as one of the representatives of the Congress, certainly from
the Senate, and Congressman Charles Taylor from the House, we
all want the same thing, and we will give you total cooperation
from the Congress to bring it about. I thank you so much.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED TO DR. BARNETT

QUESTIONS SUBMITTED BY SENATOR FAIRCLOTH

IMPROVED CUSTOMER SERVICE

Question. You have stated that your primary goals for 1998 are to (1) improve cus-
tomer service; (2) implement management reform; and meet budget targets.

Please explain in detail how you intend to achieve each of the stated goals.
Answer. It should first be noted that many of the improvements to customer serv-

ice are facilitated by management reform. Our department directors have been
asked to implement any management reform initiatives that relate to customer
service as well as any service delivery improvements that they feel can be imple-
mented within existing resources.

Our directors’ commitment to delivering services will be documented in their per-
formance contracts. They are developing specific performance targets and will be
held accountable for directing their departmental personnel toward the achievement
of those goals. Their goals must be specific and measurable and geared toward re-
sults. Our other personnel will also be asked to sign employment contracts, which
document the expected outcomes of their positions, customer service being a primary
component of their job performance.

The performance contracts are a part of our overall performance management sys-
tem that is illustrated on the following page. Our performance measurement system
is based on the PDCA Cycle—(Plan Do Check Act). The first step is to plan a change
for improvement. We will expect our department directors to develop specific strate-
gic plans that involve service enhancements geared toward improving the services
they deliver to our citizens. Second, we implement change. The actions suggested
by those plans will be implemented along with the management reform projects.
Third, we analyze the results. The departments will record activities against their
performance measures. The results will be provided in quarterly reports. In addi-
tion, we will evaluate the outcome by citizen surveys. These surveys will allow us
to determine how our citizens feel about our service delivery.

In order for our services to improve, we must have a trained, motivated, equipped
workforce. Significant resources have been devoted to training and motivating the
workforce. It is my belief that we have dedicated, hard working employees who de-
sire to do the best job of delivering service. In some instances they simply lack the
skills necessary to perform at the required level. In order to assist them, skills
training, supervisory training, and automation training is being made available.

In addition, a compensation study will be conducted to determine where inequities
in pay might exist that could dampen the motivation of our employees to do a good
job. Further, we will assess the condition of our facilities so that improvements can
be made to the working environment of our employees as well as the public access
areas. Finally, we must provide them with the equipment necessary to do their job.
This includes computer resources, management information systems, working tele-
phones, telephone directories and the like.

MANAGEMENT REFORM

We are implementing management reform with both consulting resources and in-
ternal resources. Personnel in my office are involved in a review of the 269 original
management reform projects to determine which ones have been completed or will
be completed by the end of the fiscal year. Further, we are reviewing the remaining
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projects for activities which are in process and have been integrated into the normal
operating functions of the department. These projects will become a part of the nor-
mal course of business and not be counted as management reform in the future. Our
field personnel will monitor the continuation of these activities as warranted.

The remaining management reform projects are in process. The Office of Procure-
ment and the Office of the Chief Technology Officer have both been established and
their reform projects are in process. The Department of Human Services has con-
tracted with its implementation consultant and is moving forward. The Department
of Housing and Community Development has been given approval to move forward
with contracting for its implementation consultants.

In order to establish appropriate accountability for resources, my personnel are
reviewing the remaining management reform projects for which consulting assist-
ance has been requested, to determine whether the internal capacity exists to per-
form the work, whether some projects could be consolidated, or whether the consult-
ant who performed the initial study are the appropriate consultants to assist with
implementation. Once a determination is made, contracts or tasks will be awarded
to begin the reform effort in all remaining departments.

Where there are major projects that cannot be completed by the end of the fiscal
year, we have established, with the assistance of the Chief Financial Officer, carry-
over capital funds to pay for these ongoing activities. Some of the major projects will
be managed from my office, in order that I might pay personal attention to their
progress.

BUDGET TARGETS

The District’s Chief Financial Officer and his Budget Office staff have assisted me
greatly in the monitoring of the budget. Through the vigilance of our department
heads and the oversight of the CFO’s Office we appear to be on track to meet our
budget targets. Joint reviews being conducted by his staff and mine are reviewing
with departments their expected spending for the remainder of the fiscal year. Al-
though those sessions have not been fully completed, I am not aware of any prob-
lems with regard to the budget. All department heads have been instructed to mon-
itor their budgets monthly and notify me immediately of any projected deficits.

Question. Can you estimate the overall costs associated with improving customer
service for fiscal year 1999?

Answer. The primary means of improving service delivery, as previously stated,
are the management reform initiatives, training and budget enhancements for 1999.
We will have our Budget Workshop on Management Reform and 1999 Budget En-
hancements on March 26, 1998, and following that session we will have significantly
better information. I will certainly provide detailed information subsequent to the
completion of our budget process.

Question. Can you estimate the overall costs associated with implementing man-
agement reform for fiscal year 1999?

Answer. First, it must be noted that the review process we have underway will
identify some management reform projects that will be completed in 1998. Further,
some previous reform projects will be incorporated into the ongoing operations of a
department and will become part of operating budget for 1999. Again, once we have
gone through the budget development process, we will be in a better position to ac-
curately quantify what the funding needs are for management reform in fiscal year
1999.

Question. You are familiar with the provisions of the Management Reform Act of
1997. In your opinion, should Congress have included all of the District’s depart-
ments and agencies in the legislation, or are you satisfied that only the nine listed
agencies are in need of reform?

Answer. I believe that it is important to have all agencies involved in manage-
ment reform whether they are included in the Revitalization Act or not. We are
achieving that in part through funding provided through the four cross cutting
agencies. Further, we are inviting all agencies to participate in department meet-
ings and government-wide initiatives such as strategic planning.

Many of the agencies are inter-dependent and need shared information. One of
my objectives is to facilitate inter agency cooperation in the way that I manage.

Question. What is the status of the spending plans you are developing with the
CFO for each of the reform projects?

Answer. As previously stated, we are in the midst of joint reviews of the depart-
ments’ current spending and 1999 requests. The information will be reviewed by the
Council and others during the March 26, 1998 budget workshop.

Question. Have you identified any reform project that has generated a net benefit
or revenue stream?
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Answer. With respect to reform projects having revenue-generating ability, there
are approximately 40 such projects identified. As noted in earlier testimony, consult-
ants estimated that by implementing these projects in the first quarter the city
could potentially reap roughly $140 million in revenue and cost savings. As you may
recall, key factors in the selection process were both revenue generation and cost
savings.

It is important to emphasize as well that time frames for realizing such proceeds
will vary with project implementation. Such projects require time intense startup
and in most cases, we have determined that the city will not realize revenue growth
until well into the next fiscal year. However, in other cases the city will benefit
upon immediate completion of the project. We have requested that the Office of the
Chief Financial Officer analyze these projects and make a judgment on the revenue
projections. The Office of the Chief Financial Officer will also set up accounting pro-
cedures to track additional revenue and cost savings. We estimate that upon full
implementation, the city’s revenues will substantially increase and improve the rev-
enue stream.

Among these projects are:
—Compliance with Regulatory Requirements, to be implemented by the Depart-

ment of Consumer and Regulatory Affairs. This project will result in stricter
compliance with regulatory requirements and bolster $2.3 million in revenue as
a result of issuing increased numbers of business licenses.

—The Revenue Realization initiative, to be implemented by Asset Management.
Consultants estimate that this project will generate approximately $1.5 million
by year-end 1999. This project will both improve the management of accounts
receivable functions and out-source the collection of receivables that have aged
over 120 days.

—Process Redesign.—Fraud and Abuse Detection, to be implemented by Public
Health. This project will generate an estimated $3 million in Medicaid fraud re-
coveries and hopefully serve as a deterrent to future crimes.

Question. Prior to your coming on board, the Control Board approved management
reform plans, which had been developed by consultants.

These plans identified management improvement projects that could address
many of the deficiencies plaguing the District government. The Control Board se-
lected 269 projects for implementation. You have had an opportunity to review the
Control Board’s recommended priorities. Are there any areas or priorities with
which you disagree with the Control Board?

Answer. My discussions with the department directors who have reviewed the
projects for their departments have indicated broad agreement. These projects ad-
dress issues of primary concern to the residents of the District and as such, are all
warranted and needed in order to significantly improve service delivery. We are
combining some reform projects to facilitate implementation and allow for more ef-
fective monitoring.

Question. One of the most expensive components of the city’s operations are the
receiverships that are operating four agencies of the DC government. Please tell us
what management reform steps are being taken to end the receivership in the De-
partment of Human Services?

Answer. The Department of Human Services consists of the Commission on Men-
tal Health Services and the Commission on Social Services. The entirety of the Com-
mission on Mental Health Services is currently under the Dixon Receivership. A
portion of the Commission on Social Services, the foster care and child welfare func-
tions, is under the LaShawn General Receivership.

All components of the Department of Human Services, including the functions
under receivership, were reviewed or are being reviewed under the management re-
form process. (The review of the mental health system is currently in process. Au-
thorization of the review was held until the new receiver, Dr. Scott Nelson, was ap-
pointed and on site.) While the receivers have a great deal of latitude in determin-
ing the course of reforms they will pursue, the Authority commissioned these re-
views in order to assist the receivers in their reform efforts.

The Authority has also executed memoranda of understanding with the LaShawn
and the Dixon receiverships. These documents serve to facilitate the day to day
working relationship by clarifying policies and procedures related to procurement,
fiscal accounting, and the like.

Two criteria were established by the court that must be met before returning con-
trol of the mental health system back to the District. The Dixon court order states
that ‘‘the Order will remain in effect until such time as the Service Development
Plan and the orders of the court are fully implemented, and the receiver is no longer
necessary to assure the ongoing operation of the District of Columbia’s mental
health system.’’
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We are working with the Dixon Receiver to create a plan that will satisfy the two
criteria identified by the court. Again, these are (1) to meet the specific service man-
dates of the court order and (2) to put a system in place that will ensure that the
service mandates will continue to be met once the receivership is concluded. Once
the reform plan is completed, we will be assisting the receiver in carrying out these
plans. A similar process is being undertaken with the LaShawn Receivership.

In total there are 14 receivers. More information is available from the Corporation
Counsel. A budget workshop on receivers is being held on March 20, 1998. Issues
surrounding the receivers will be discussed in that session.

Question. What steps have been taken to ensure that the Department of Human
Services shifts its efforts from the old entitlement focus to the new temporary assist-
ance focus?

Answer. No set of reforms are more critical to the health of District families and
communities than those of welfare reform. This opinion is shared by District resi-
dents in that nearly three quarters of District residents rank the need for improve-
ments in services to low-income District residents as a top priority. For the past six
months, the District’s Department of Human Services has been intensely engaged
in the welfare reform effort. The management reform process is serving to support
and expedite the welfare reforms efforts that are underway.

The District’s welfare reform program is moving from a basic cash subsistence
program to an aggressive effort to provide the necessary support services to guide
current and potential recipients into viable employment opportunities.

To accomplish this, we are working to connect the needs of the business commu-
nity with the activities of the human services and employment services agencies of
the District government. The federal Department of Labor has been tapped to pro-
vide technical assistance. A working group has been established, led by DC Agenda,
to better define the roles of the various participants in this effort, such as govern-
ment agencies, the Private Industry Council, and private contractors.

While still in its infancy, welfare reform has produced results in the District. At
present, the welfare rolls are declining at a rate of 1.2 percent per month. This is
an annual rate of decline of 14.4 percent. Since October 1996, the District’s welfare
caseload has fallen by 3,700 families, representing a 14.7 percent reduction over the
period. It is important to note that no family was dropped from receiving cash as-
sistance due to the imposition of a pre-established time limit. The families leaving
the rolls are doing so because of their actions to secure employment or because they
have chosen not to comply with the new requirements.

Under the District’s redesigned program, a ‘‘Work First’’ strategy is being em-
ployed. When first contacting the public assistance office, applicants are imme-
diately encouraged to undertake job search activities. If the recipient is not success-
ful in securing employment during the initial 30-day period, the individual will be
assigned to a contractor that has experience with, and will receive compensation
based upon their success with, transitioning welfare recipients into employment.
The contractor will be provided additional compensation for ensuring that the wel-
fare recipient retains employment over an eighteen-month period.

To implement this ‘‘Work First’’ strategy, the District Government must restruc-
ture its internal operations and must build a capacity to monitor private contrac-
tors. Fourteen of the management reform projects currently underway relate to this
restructuring effort.

Question. Please report to the committee on reforms currently being implemented
in real property asset management.

Answer. The 1997 Asset Management Reform Report, the 1996 Strategic Facilities
Report, and the 1990 Rivlin Report, have all found that the District’s real estate
management structure is highly decentralized and fragmented, and operates with-
out a consistent operational strategy or leadership. As a result, the District is gen-
erally unable to manage its real property assets to their highest and best use, or
ensure that high quality management and maintenance services are delivered to
tenants.

The District’s real property management system is characterized by a highly de-
centralized structure, with each agency, office, or division within the government
primarily concerned with managing their respective office space or buildings. There
is limited centralized coordination of these efforts, There is also significant duplica-
tion and waste among the various management and administrative support services,
and in service delivery. This results in excess office and warehouse space, the inabil-
ity to efficiently manage inventory and tracking functions, contractual services, and
equipment purchasing. Altogether, these factors result in valuable properties sitting
vacant or underutilized. This lack of coordination is also evident in the District’s
poor maintenance schedule, deferred maintenance, and unfunded capital repairs.
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The Office of the Chief Management Officer has begun to implement structural
and operational reforms in the management of District owned real property. We are
currently recruiting for a Chief Real Property Officer, whom we expect will have sig-
nificant public and private sector experience in real estate management, as well as
experience in overseeing and implementing comprehensive change management and
process reengineering efforts.

We are also creating a new centralized organization to be called the Office of Real
Property, for which we will leverage funds from the management reform process.
We expect this new office to operate in a manner similar to a responsive commercial
real estate management company. Its primary mission will be to attain the highest
return on all real estate investments. It will also assume the responsibility and ac-
countability for the life-cycle management of all of District owned real property—
from acquisition, management and maintenance, to ultimate disposition. We are
currently redefining the organizational structure, personnel characteristics and
skills, job descriptions, and budgetary requirements necessary to implement and op-
erate this new office.

We are also performing a comprehensive skills assessment of personnel involved
in the management of real property, creating new position descriptions where nec-
essary, and determining the appropriate staffing levels for each unit involved in the
real property management process. We are also identifying functions that are re-
quired to be in-house, and those that can best be obtained under private sector con-
tract. We are identifying and building performance measures to be employed in con-
nection with the real property management process, and identifying appropriate
feedback mechanisms to gauge the level of internal (District employees), and exter-
nal (business, community and neighborhood development organizations, District
residents) stakeholders satisfaction with service delivery. Finally, we are working to
establish and implement new operational policies, procedure manuals, and regula-
tions required to effectively manage all aspects of real estate. We expect this new
organization to be operational and functional by September 30, 1998.

QUESTION SUBMITTED BY SENATOR BOXER

LABOR-MANAGEMENT PARTNERSHIPS AS A TOOL FOR REFORM

Question. Dr. Barnett, welcome and congratulations on your appointment.
I am advised that the City government has set up a ‘‘DC Labor-Management Part-

nership Council.’’ The expressed purpose of this partnership is to be a forum for
communication and cooperation between unions and management to support their
joint mission to deliver high quality, cost effective service to D.C. residents and visi-
tors, while maintaining a high quality work environment for employees of the D.C.
government.

I am told that a goal of a robust Labor-Management Partnership is to transform
the labor-management relationship from the traditional adversarial model to a join-
ing-of-forces model to focus on improving service, and performance.

It would appear that a strong and healthy partnership between managers and the
workers closest to the delivery of services is vital if the D.C. government is to im-
prove its operations.

I am told that on February 24, 1998, the Chief Management Officer (CMO) signed
on to the D.C. Labor-Management Partnership Council as the Management Co-
Chairperson representing both the CMO and the D.C. Financial Authority.

Dr. Barnett, how do you intend to use the D.C. Labor-Management Partnership
Council to review, implement, and re-evaluate the various recommended manage-
ment reform changes?

Dr. Barnett, what more can you tell us about this?
Dr. Barnett, is there anything else you wish to report to the Committee about the

matters under your jurisdiction?
Answer. I am very pleased that you have asked this question, Senator Boxer. I

have decided to use the Labor Management Partnership Council as one of the pri-
mary mechanisms to bring about management reform, to improve the quality of cus-
tomer service, and to foster greater job satisfaction among District government em-
ployees. On behalf of the Authority, I have become a signatory to the Council’s
Charter, and in the future, I will serve as one of the three co-chairs.

In addition, I am proposing that the District expand the scope of the Council to
include the membership of the independent entities, such as the District of Colum-
bia Public Schools, the University of the District of Columbia, and the Public Benefit
Corporation (formerly D.C. General Hospital), and the entities currently under the
control of court-appointed receivers. In this way, I intend to introduce the coopera-
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tive labor-management relations approach to the entire District government. I am
convinced that this approach will greatly facilitate the acceptance of the manage-
ment reform projects and ultimately expedite their implementation.

Furthermore, to ensure that this process continues, I am attempting to obtain
from the Department of Labor full time personnel with experience in this area to
oversee this activity. Initial indications are that the Department is willing to detail
such an individual to my staff to serve in this capacity.

QUESTIONS SUBMITTED TO DR. BRIMMER

QUESTIONS SUBMITTED BY SENATOR FAIRCLOTH

Question. In November, the Congress appropriated $8 million to the Control
Board for a program of management reform for the District of Columbia.

Please give the Committee an accounting of how this money has been spent.
Answer. On January 2, 1998 the Authority reported to the Congress on the man-

agement reform plans as required by Public Law 105–33, the District of Columbia
Revitalization and Self-Government Improvement Act of 1997. Contained in that re-
port is the approval of 269 projects selected for implementation as part of the man-
agement reform plans for the eight agencies and four city-wide functions.

The $8 million will be used to fund a portion the implementation of these projects.
Question. In December, 1997, Cotton & Company completed an audit of the sum-

mer capital repair program for the District’s Public Schools. In particular, the audit
focused on the process used by the school system to conduct procurement operations
in connection with the repairs.

The audit concluded that the school system did not have an effective procurement
system in place, and that the system did not meet statutory and regulatory needs
in the schools. The District will soon embark on another round of capital repairs
of the District’s public schools.

What steps are being taken by the Authority to correct the errors in the District’s
system for the procurement of goods and services?

What improvements can we expect in the upcoming contracting procedures for the
District’s school repairs?

Answer. The public schools’ procurement operations have been placed under the
District’s Chief Procurement Officer, and has been reorganized under new leader-
ship. This change has the support of the Chief Executive Officer/Superintendent,
General Julius Becton. New procedures are being developed for the entire District
government, and will apply to the public schools.

Question. How many repair projects are planned for the public schools this sum-
mer?

How many contracts are currently in place for the commencement of those re-
pairs?

Since the Parents United law suit has been settled, can the repairs begin before
school is over for the summer?

Answer. DCPS facilities personnel are continuing to execute the current emer-
gency program of replacing boilers and chillers, and is putting together a program
for the fiscal year 1998 capital funds. Procurements are underway for design of the
next phase of school repairs. The planned completion date for these repairs is Au-
gust 15, 1998.

Question. In January, 1998, the D.C. Court ruled that the Control Board went too
far in transferring its authority to the Emergency Transitional Education Board of
Trustees. The Control Board elected not to appeal the court’s ruling.

What role is the Emergency Board playing in the management of the District’s
public school system since the Court’s decision, and what is the future role of the
Emergency Board?

Answer. On February 12, 1998, the Control Board adopted a second order relating
to the District of Columbia public school system. It reconstituted the Emergency
Transitional Education Board of Trustees as its agent for purposes of making rec-
ommendations to it with respect to the school system. The Emergency Board has
done so, and the Control Board presently has its first set of recommendations under
consideration. I have written to the Emergency Board advising them that the Con-
trol Board will hold a public meeting to consider these recommendations and to take
action on them. The Authority expects the Emergency Board to play a constructive
role in the development of policy for the school system.

Question. Are you confident that given the court’s ruling, the Control Board and
the Emergency Board can continue to address, in an effective manner, the crisis in
the District’s public school system?
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Answer. I am confident that, if the order of February 12, 1998, is permitted to
be effectuated, the Authority and the Emergency Board of Trustees, working to-
gether and with the advice and input of the Board of Education, can continue to
address in an effective manner the crisis in the District’s public school system.

Question. Mayor Barry has insisted that he be allowed to hire a new City Admin-
istrator and staff that office. You have opposed the filling of this position and stated
that such a person would simply interfere with the Chief Management Officer’s du-
ties.

What is the status of the City Administrator and Assistant City Administrator po-
sitions within the Office of the Mayor?

Answer. The City Administrator post remains open. Section 1–242(7) provides
that the Mayor shall appoint a City Administrator to be the chief administrative
officer of the Mayor, and shall assist the Mayor in carrying out the Mayor’s func-
tions as the chief executive of the District. The City Administrator, who is not a
part of the Office of the Mayor, has no statutory powers of his own, but rather per-
forms such duties as are assigned to him by the Mayor.

With the implementation of the Management Reform Act the Authority has cho-
sen an experienced municipal manager, Dr. Camille Cates Barnett, to act as the
Chief Management Officer (CMO) over the nine city agencies and four cross-cutting
functions now under the Authority’s control. Those agencies and functions constitute
75 percent of the total budget of the District and 85 percent of the personnel of the
city government. These facts make clear that, at this time, the District does not re-
quire a person to fulfill the statutory role of the City Administrator. The Authority
has informally requested that the Mayor simply leave the office vacant for the time
being.

Question. What is the status of staffing of the office of the Chief Management Of-
ficer?

Answer. The Authority has transferred many of its program analysis staff, and
several support staff to the CMO’s office. It is expected that the CMO will obtain
additional staff in the coming weeks.

Question. Do adequate District funds exist to fund both offices?
In your opinion, can the District government justify fully staffing both offices?
Answer. The Authority is now reviewing appropriate staffing levels for a restruc-

tured City Administrators Office.
Question. The Federal Payment Reauthorization Act of 1994 required the Mayor

to develop and submit to Congress by March 1 of each year, beginning in 1995, a
‘‘Performance Accountability Plan’’ which would include measurable performance
goals for all departments, agencies and programs of the District of Columbia.

The Mayor did not comply with this law. Following the shift in control of nine
District agencies from the Mayor to the Control Board, Congress amended the origi-
nal law to require the Control Board to prepare the report by March 1, 1998.

On March 2, the Control Board submitted its ‘‘Report on a Comprehensive Per-
formance Management System.’’ This report does not provide the details Congress
anticipated when it required the Control Board to produce a Performance Plan. In-
stead, it is more of a schedule for the production of more reports. The Committee
recognizes that the Management Reform Act has had a significant impact on the
plans for operating most city agencies. However, the information required by the
Performance Plan is valuable to both the District and Congress in having a vision
for the future.

When will the Control Board produce a performance accountability plan for all of
the District’s departments, agencies and programs?

Will the plan include, as required by law:
—a statement of measurable, objective performance goals for all significant activi-

ties;
—the title of the manager responsible for achievement of each performance goal;

and
—a statement of the status of any court orders and actions taken by the govern-

ment to comply with the order.
Answer. In the ongoing fiscal year 1999 budget development process, agencies

have been asked to develop performance measures for every program within a de-
partment. The Offices of the Chief Financial Officer and the Chief Management Of-
ficer are currently working with agencies to refine these standards and to ensure
that the measures reflect outcomes and customer satisfaction, as well as outputs.
Additionally, a vigorous training and coaching schedule is being developed to make
government managers more comfortable with the concept of performance measure-
ment—so that managers may view it as a management tool, and not as simply a
reporting requirement.
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In concordance with the budget development schedule, these performance meas-
ures are to be complete, and will be made available, by May 15, 1998.

Question. Would you please give us an update on the status of the various receiv-
erships that are running several of the District’s departments and programs: child
welfare, mental health services, public housing, and the health system at the D.C.
jail.

Answer. A number of receiverships remain in effect, including foster care, commu-
nity mental health services, public housing, and the health system at the District
of Columbia jail. The Authority has entered into working agreements with the re-
ceivers for foster care and community mental health services. It reviews budgets
and contracts proposed to be entered into by a number of these receiverships. The
Authority has established collaborative relationships with a number of the receivers
and the judges who are administering the receiverships.

Meanwhile, the Office of the Corporation Counsel has devoted increasing atten-
tion to determining how the District may best comply with the court orders that led
to the creation of the receiverships, with a view toward persuading the courts even-
tually to lift the receiverships. The Authority supports the Corporation Counsel’s Of-
fice in this effort.

The Chief Management Officer is working closely with the Corporation Counsel
and the receivers to develop an exit strategy for each receivership. It is the
Authority’s expectation that the needs which led to the imposition of the receiver-
ships on the District government by the courts will be met, as the District’s eco-
nomic situation improves. The ultimate object is the return of all segments of the
District government to the control of that government.

Question. In January, the U.D.C. Law School received a 5-year provisional accred-
itation by the American Bar Association. The Fiscal Year 1998 Appropriations Act
for the District of Columbia required the Control Board to report to Congress by
March 1 on whether or not the law school should (1) continue to operate; and (2)
continue to receive funds from the District Government.

What improvements is the law school required to make in order to receive full
accreditation?

What are the costs associated with these improvements?
Given the limited resources available for the University of the District of Colum-

bia, can both the undergraduate program and the law school continue to be funded
to the degree required to give the students the quality of education they deserve?

What are the Control Board’s recommendations with respect to continued oper-
ation and funding of the law school?

Answer. The Authority will submit answers to these questions upon completion
of its report to the Congress on the D.C. Law School, which will be submitted short-
ly.

QUESTION SUBMITTED BY SENATOR BOXER

COLLECTIVE BARGAINING AGREEMENTS WHICH WERE NEGOTIATED AND RATIFIED IN
JULY 1997

Question. I am advised that the management representatives of the District—with
clear guidelines from the D.C. Financial Authority—sat down at the bargaining
table with labor to negotiate a comprehensive Collective Bargaining Agreement with
the City’s employees. The parties reached agreement in July 1997. I am told that
there has been a question about who has the authority to move the agreements for-
ward, and thus, the agreements which the unions negotiated with the City have yet
to go into effect.

The Chief Financial Officer just recently sent the bargaining agreement to the
City Council for its consideration. After 60 days it must move to the Control Board.

Dr. Brimmer, do you see any apparent reason that the Control Board would not
act quickly and positively on the collective bargaining agreement, once it is received,
inasmuch as the negotiating teams followed the D.C. Financial Authority guidelines
for the negotiations and that the CFO has already reviewed and forwarded the col-
lective bargaining agreement to the City Council?

What can you tell us about this, Dr. Brimmer?
Dr. Brimmer, is there anything else you wish to report to the Committee about

the matters under your jurisdiction?
Answer. At present, the Authority has no specific information about the collective

bargaining agreement referenced by Senator Boxer. However, as a rule, the Author-
ity moves expeditiously to review and approve labor contracts. The Authority under-
stands that once the parties have reached an accord, they are anxious to see that
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it is implemented as soon as possible. The Authority has not approved agreements
that do not contain sufficient funding for their implementation. As long as an agree-
ment has sufficient funding and otherwise comports with the Authority’s Guidelines
for Collective Bargaining, it should move rapidly through the Authority’s review
process. We will look forward to the agreements from the Office of the Chief Finan-
cial Officer, and we shall endeavor to review them quickly.

QUESTIONS SUBMITTED TO ANTHONY A. WILLIAMS

QUESTIONS SUBMITTED BY SENATOR FAIRCLOTH

FINANCIAL MANAGEMENT SYSTEM (FMS)

Question. GAO recently issued a report placing the contract for the procurement
of the new financial management system (FMS) for the District in a ‘‘high risk’’ cat-
egory.

For example, the report states that the District has not established the necessary
evaluation process to ensure that the new FMS will meet the contract requirements,
such as testing requirements to be used for acceptance testing.

Please respond to the concerns raised in this report.
What procedures are in the place to ensure that District personnel are adequately

trained to operate the new FMS?
Answer. The District does have an immature software acquisition process and the

implementation of the system is a high-risk effort. However, the report does not con-
sider that the District has not acquired any new major systems or software for
many years. As a result, policies and procedures do not exist for software acquisi-
tions. Despite this weakness, we disagree that our process for this acquisition is
‘‘undisciplined’’. A comprehensive source selection plan was applied that objectively
assessed and evaluated proposed solutions for the FMS including upgrading the ex-
isting system, outsourcing the financial operations, and acquiring a new system.
Furthermore, an oversight group to address the need for the new financial system
was formed that included OMB, HAC staff, the District’s CFO, the Authority’s Exec-
utive Director, the District’s Inspector General, and the GAO. Ultimately, the group
developed an aggressive time line for considering solutions for the FMS. The aggres-
sive time line is a result of the looming Year 2000 Problem that must be addressed.
The aggressive time line represents a primary reason for the high risk scenario the
new system is being implemented under.

While the District agrees that the implementation of the new system is a high
risk effort, we do not agree with the reasons cited in the draft report. The system
is high risk due to the aggressive schedule required to implement a solution before
the Year 2000; the lack of infrastructure to support a modern financial system; con-
version of unreliable and inaccurate data into the new system; and the complexity
of the system.

Furthermore, the district does not agree with the characterization of the draft
findings related to requirements development, contract tracking, and risk manage-
ment. The following discusses the District’s actions in more detail:

Requirements development.—Initial requirements were defined in a capabilities
assessment in December 1996. These were further refined during the spring of 1997
by James Martin and Company and were fully defined by the KPMG as part of the
new system solution during the fall of 1997.

Contract tracking.—The District contracted with James Martin and Company to
supplement the program management of this monumental effort. Their responsibil-
ities include a variety of contract monitoring efforts including the measure of per-
formance versus payment, timeliness of deliverables (as well as quality), and con-
stantly monitors the project plan and risk mitigation plans.

Risk management.—Two separate risk assessments have been developed for the
project. The primary management focus of the program management office contin-
ues to be risk management. A comprehensive risk management plan calls for the
identification of risk, source of the risks, analyzing the risk, developing alternative
risk mitigation strategies, constantly tracking the status of the risks, and ensuring
implementation of risk action plans. Proactive risk management is a continuous em-
phasis for the program management of this effort.

Many of the GAO recommendations are changes that the District will embody as
we continue to develop and refine our policies and procedures for financial oper-
ations.

Question. The Office of Tax and Revenue is recommending a ‘‘tax restructuring
framework’’ that would: (1) cut current taxes by $355M by fiscal year 2002 and mod-
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ify the code and regulations; (2) eliminate as many as 7 taxes, streamline user fees
and charges, and make additional modifications to the code; (3) increase revenue
from not-for-profit activities and create a D.C. gross-receipts tax; (4) implement ad-
ministrative improvements, an integrated tax system, clear policies and professional
management.

Please identify the 7 taxes that are under consideration for elimination:
Answer. Personal property tax.—currently assessed only against business equip-

ment.
Unincorporated business franchise tax.—currently assessed against the entity in-

come of some partnerships and proprietorships.
Arena Fee.—revenue to be folded into the proposed broad-based, low-rate (¥0.350/

0) gross receipts tax that is similar to the current arena fee.
Motor Vehicle Excise Tax.—with sale of motor vehicles to be folded into the exist-

ing sales and use tax.
Hotel Occupancy Tax.—with revenue for the convention center fund generated, in-

stead, through the hotel ad valorem sales tax.
Professional License Fee and Vendor License Fee in Lieu of Tax.—with revenue

generation folded either (1) into the professional and vendor licenses collected by the
Department of Consumer and Regulatory Affairs or (2) into collections of the broad-
based, low-rate gross receipts tax.

Question. Please explain in detail the gross-receipts tax under consideration by
the OTR?

Answer. The proposed broad-based low-rate gross receipts tax is modeled after the
current Arena Tax-All business entities doing business in the District would be sub-
ject to the tax on their D.C. generated gross receipts. This tax 2 is very similar to
the gross receipts tax in use in Virginia’s counties. Either actual gross receipts in
the District could be reported, or all gross receipts could be apportioned according
to an apportionment factor; for the Arena Fee the apportionment factor is the equal-
ly weighted average of D.C. payroll, property, and sales of all payroll, property, and
sales. At a rate of 0.35 percent of gross receipts, the tax is believed to generate
roughly $110 million annually.

Question. Please outline the process and date line for enactment of the tax re-
structuring proposal under consideration.

Answer. The District Government is in the process of building a consensus budget
proposal for fiscal year 1999. As part of this process, the Council, CMO, CFO,
Mayor, and Financial Authority have met jointly to discuss tax restructuring. Other
key decisions for the consensus budget also have been or will be reviewed by these
bodies. The actions will be folded into the budget document. We do not know the
extent to which these recommendations will be incorporated into the fiscal year
1999 proposed budget.

The framework prepared by OTR proposes to revise and reduce certain taxes in
fiscal year 1999, to introduce the broad-based gross receipts tax and other changes
and reductions in fiscal year 2000,and to complete restructuring in fiscal year 2001.
In total, these changes should improve the tax structure to ‘‘track’’ more fully with
the District’s economy, while also reducing individual income taxes by $60M and re-
ducing business taxes so that no industry pays materially more and virtually all in-
dustries have a net tax reduction.

Question. The February 5, 1998 KPMG Marwick Independent Auditor’s Report
found that the District’s financial statements conformed to generally accepted ac-
counting principles. In other words, it received a ‘‘clean’’ opinion. At the same time,
the report identified material weaknesses in internal control over the District’s fi-
nancial reporting related to:

—the District of Columbia Procurement Practices Act of 1986
—the Anti-Deficiency and Home Rule Acts
—the Quick Payment Provision of the District of Columbia Code
—electronic data processing
—business tax information system processing
—monitoring of Department of Housing and Community Development loan activ-

ity
—DC Lottery and Charitable Games Control Board financial management
—bank reconciliation controls
—controls over transactions involving the Authority
—lack of timely entry of transections into FMS
—other reconciliation and management items
For each of these material weaknesses, please explain for the committee:
—A description of the exact nature of the material weakness; and
—Steps being taken to remedy the material weakness.



55

Answer. The Office of the Chief Financial Officer, through its Office of Financial
Operations and Systems, will continue its efforts to correct all internal control struc-
ture deficiencies and management letter comments to and maintain a ‘‘clean’’ audit
opinion. To facilitate this goal, the Office of Financial Operations and Systems es-
tablished a goal committee composed of agency chief financial officers, controllers,
and OCFO central finance personnel. The committee reports its progress through
8 subtasks, each representing an area of attention critical to elimination of the Dis-
trict’s internal control structure deficiencies.

As in fiscal year 1996, the goal committee will review the auditor’s reports, meet
with the designated agency representatives to ascertain the agency’s position on the
weaknesses identified; evaluate the appropriateness of each agency’s written re-
sponses; observe the extent of the agency’s follow-through; ensure multi-agency reso-
lution coordination, as necessary; examine and evaluate available remedial docu-
mentation, systems and processes instituted to resolve the issue and recommend
further corrective actions, as appropriate. The review is dynamic. With the recent
release of the fiscal year 1997 report, the goal committee and OFOS are only in the
initial stages of the process—ascertaining the agency’s position on the weakness
identified and obtaining actions plans as to how the agency will correct the prob-
lems. Thus, while the responses are preliminary in nature; we remain available to
provide subsequent updates as the process and corrective actions unfold.

VIOLATIONS OF THE DISTRICT OF COLUMBIA PROCUREMENT PRACTICES ACT OF 1985

While violations of the District of Columbia Procurement Practices Act of 1985 re-
mained a problem during fiscal year 1997, improvements were made in the in-
stances cited in the following areas:

—Improper extension of emergency procurement contracts down by 21 percent
from fiscal year 1996.

—Splitting of invoices to avoid dollar ceilings down by 41 percent from fiscal year
1996.

Procurement and contracting policy and processes is the responsibility of the
Chief Procurement Officer under the purview of the Chief Management Officer. The
District does not require agencies to prepare quarterly listings of emergency pro-
curements. DAS’ system does not include a mechanism for extracting this informa-
tion and/or for tracking emergency type procurements. In 1997, DAS, however, was
in the process of developing an automated tracking system for contracts. This sys-
tem was to include a field which can be coded with the contract type (‘‘E’’ for emer-
gency and ‘‘S’’ for sole source). Based on this coding process, reports of various types
of contract information, would be generated, as needed.

DAS staff indicated that emergency procurements are frequently required to pro-
vide continuous financial support to critical city services. Services such as ambula-
tory care, food services, and respiratory care, cannot be suspended for any period
of time. Thus, as contracts expire, emergency procurements are conducted to con-
tinue service/support.

DAS has implemented procedures whereby staff must closely examine emergency
requests to first determine whether there is a true emergency need. Unless there
are circumstances which are life threatening or potentially detrimental to the oper-
ations of the District, a procurement is deemed not to be an emergency and is de-
nied. These requests will then be processed as a ‘‘regular’’ procurement.

The District does not require agencies to prepare quarterly listings of sole source
procurement. DAS’ system does not include a mechanism for extracting this infor-
mation and for tracking sole source procurements.

In 1997, DAS was in the process of developing an automated tracking system for
contracts. This system would include a field which can be coded with the contract
type (‘‘E’’ for emergency and ‘‘S’’ for sole source). Using that information, various
types of contract reports can be generated.

The District experiences sole source procurements problems primarily because
there is no acquisition plan in place at the agency level. There is consensus that
there must be a system for procurement planning throughout the year. Accordingly,
agencies should be aware of time frames for exercising contract options and dates
of contract expirations. Agencies should use this information to plan ahead and
should forward the relevant documents to DAS as necessary throughout the year
rather than all at once at yearend.

As such, DAS plans to implement a process where agencies will be required to
submit packages several months before their contract expiration date. For example,
contracts expiring on September 30 should be sent to DAS before June 30. This will
allow DAS sufficient time to review and process agency procurement requests and
should reduce the need for sole-sourcing. DAS, however, maintains that some sole-
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source contracts will be awarded in cases where it is necessary to protect the life/
health of individuals.

DAS agrees with the audit findings that emergency procurements are an inappro-
priate substitute for well-planned procurement of requirements on a systematic,
timely basis, but disagree that the act of tracking emergency procurements, whether
manually or automatically, is an effective way to manage the problem
preventatively. The root cause of the problem is the absence of a comprehensive pro-
curement planning process. The Office of Contracting and Procurement is presently
engaged in establishing such a process to manage the procurement of goods and
services across all District of Columbia Government agencies and commissions. A
descriptive outline of the process which is currently planned to be deployed is in-
cluded in this reply below.

A secondary root cause of the excessive dependence on emergency procurements
is the fiscal year paradigm, which refers to the fact that the substantial majority
of District contracts are unnecessarily and inappropriately aligned in terms of expi-
ration date to fiscal year funding mechanisms employed by the District. In practical
terms, this means that the majority of contracts expire on September 30 of each
year, making their timely replacement unmanageable by definition and process. In
an operating environment of unmanageability, agencies must necessarily rely on
emergency procurements to avoid interruption of supply. In this context, it is not
reasonable for agency contracting officers to be expected to differentiate, as the
audit report suggests, between critical services such as medical care and food serv-
ices and all other goods and services since government operations would not be able
to function without continuity of supply of most goods and services. The Office of
Contracting and Procurement is in the process of orchestrating a realignment of all
contract expiration dates to address this problem.

Sole source procurement has a justifiable role to play in many cases of proprietary
know-how and expertise or other unique areas of specialization in goods and serv-
ices. Sole source procurement in the District of Columbia Government has attracted
a negative connotation as a result of the lack of organizational competence which
is responsible for the absence of a sound procurement planning processes. This in
turn drives excessive emergency procurements, a high percentage of which are also
sole source procurements because they can be put in place in the least amount of
time. The misuse of sole source procurement methodology will be addressed by the
implementation of Demand-Pull Procurement Planning discussed in the attached.

The issues raised in the audit report concerning splitting of invoices and inad-
equate file maintenance are presumed accurate by virtue of disclosure in the audit
report. These types of problems will be addressed by the procurement reform initia-
tives which are now underway.

Parenthetically, it would be appropriate for the audit report to refer to the Office
of Contracting and Procurement in future audit reports inasmuch as procurement
is no longer organizationally aligned with DAS.
Demand-Pull Procurement Planning

Procurement transactions in the District are uniformly sub-optimized in economic,
operational and regulatory terms by mix-aligned timing between procurement ef-
forts and the realities of program delivery requirements. The root causes of this con-
dition are inappropriate focus on expiration dates of contracts, the alignment of con-
tract periods to the fiscal year paradigm, and the syndrome where program man-
agers wait for Procurement to do something and Procurement waits for Program
Management to do something. The result is that neither does anything until ‘‘do
nothing’’ becomes operationally egregious, at which point it is already too late.

Organizationally, it is unrealistic to expect multiple program management oper-
ations throughout the city to adopt the correct forecasting and milestone practices
to correct this problem for themselves; hence, standardized planning practices will
be led by the Office of Contracting and Procurement to institutionalize District-wide
prioritization of procurement requirements. These standardized planning practices
will follow the ‘‘demand-pull’’ convention in which:

Procurement actions in the future are forecasted by program activities at first in-
ception of knowledge of a requirement. In the case of grants, for example, program
activities will be required to forecast all contract spin-offs at the point a grant is
either requested or granted, whichever comes first.

Procurement actions are assigned a contract number even at this embryonic stage
as required to attract milestone checkpoints for each segment of the procurement
process based on timelines which reflect District processing times, supplier and
major sub-supplier lead times, and strategic contingencies for economic and regu-
latory optimization.
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The Procurement Planning organization pulls transactions through the system
based on milestone tracking and management by exception reporting in which:

—The Chief Procurement Officer is regularly informed of ‘‘at risk’’ conditions as
required to facilitate corrective intervention.

—Agency Directors are informed of a pattern of ‘‘at risk’’ conditions and missed
deadlines as both a personnel and organizational performance metric.

Key features of the demand-pull process are: milestone tracking based on perform-
ance and delivery needs, NOT contract expiration dates; compliance disciplines
based on performance and timely feedback; and integration of both program plan-
ning and procurement into one process aimed at prioritization, manageability, and
optimization of economic value.

Implementation status is a follows:
Procurement Planning operations now staffed at managerial level for Health and

Human Services, Public Safety, and Public Management Procurement Divisions.
Senior procurement planning analysts will oversee planning activities by organi-

zational cluster working directly with full-time dedicated analysts in each agency
service bureau which are now being evaluated and appointed.

Contract inventories complete for all agency and commission operations respon-
sible to the Office of Contract and Procurement except for Department of Health
and being analyzed for vital contract attributes necessary for establishment of mile-
stones by category of affected goods and services.

ANTI-DEFICIENCY AND HOME RULE ACTS

The Office of the Chief Financial Officer executed the issuance of $237,810,000 of
General Obligation Bonds, Series 1997A in June 1997. The bonds were issued to
provide new money capital funds and a refunding escrow that was used to retire
higher coupon outstanding bonds. The new money component totaled $155,440,000
and the refunding component totaled $82,270,000. The refinancing of higher interest
bonds was due to lower marketing interest rates and the District’s improved finan-
cial position. Below, we have summarized the retired bonds.

DISTRICT OF COLUMBIA GENERAL OBLIGATION BONDS, SERIES 1997A—SUMMARY OF REFUNDED
DEBT

Series Maturity Amount Coupon
(Percent) Call Price

1986A ................................................................................... 1998 $17,045,000 7.70 101.5
1986B .................................................................................. 1998 7,500,000 7.70 101.5
1986C .................................................................................. 1998 10,745,000 7.90 101.5
1986D .................................................................................. 1998 13,140,000 7.70 101.5
1986D .................................................................................. 1999 14,065,000 7.00 101.5
1987A&B .............................................................................. 1998 9,105,000 7.25 101.5
1987A&B .............................................................................. 1999 9,765,000 7.40 101.5

The refunding component of the Bonds was structured to realize debt service sav-
ings that resulted in the current refunding of bond candidates. The District’s finan-
cial advisor performed: standard savings analysis, a maturity by maturity analysis
of the savings candidates, a marginal savings analysis, a break-even analysis and
an option value savings analysis and recommended bond candidates from the Dis-
trict’s outstanding debt portfolio for refunding. The Office of the Chief Financial Of-
fice received and has available, the report of the District financial advisors, dated
June 4, 1997 which provided the recommendation of the firm and the detail of the
transaction.

The refunding bonds were amortized with a 1.29 average life to match the debt
service on the refunded bonds (June 1, 1998 and June 1, 1999). The refunding pro-
duced over $1,900,000 gross savings over life of the issue and approximately
$988,000 in present value debt service savings. Below we have summarized the re-
funding bonds.
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DISTRICT OF COLUMBIA GENERAL OBLIGATION BONDS, SERIES 1997A—SUMMARY OF REFUNDING
BONDS

Series Maturity Amount Coupon
(Percent)

Yield
(Percent)

1997A ................................................................................... 1998 $58,065,000 5.50 4.50
1997A ................................................................................... 1999 24,250,000 5.50 4.95

Under the provisions and requirements of gross budgeting, the refunding bonds
were treated as an additional source of funds—an expenditure to the ‘‘Repayment
of Bonds and Interest’’ expenditure agency and the ‘‘Financing and Other Uses’’ ap-
propriation title. Under this treatment, the Repayment of Bonds and Interest agen-
cy was $78,332,000 over the amount of the approved budget, due to the allocation
of $82,270,000 of refunding bonds.

The office of the Chief Financial Officer, Office of Finance and Treasury is review-
ing the District’s anti-deficiency provisions with regard to Repayment of Bond and
Interest appropriation. Home Rule Act, Sec. 483(d) provides that an additional ap-
propriation not apply to ‘‘(2) any amount obligated or expended for the payment of
the principal of, interest on, or redemption premium for any general obligation bond
or note issued under 461(a) * * * of the Act. However, the treatment of the refund-
ing bonds as an additional source of revenues and an additional expenditure, due
to the gross budgeting.

The refunding transaction lowered the District’s capital and reduced the debt
service owed by approximately $1,000,000 due to lower interest rates and the Dis-
trict’s improved financial position. The transaction is being reviewed in order to as-
sure a proper interpretation of the federal statutes and to permit the District from
taking advantage of future opportunities to lower its debt cost through refinancings.

QUICK PAYMENT PROVISION OF THE DISTRICT OF COLUMBIA CODE

As with the areas in violation of the Procurement Practices Act of 1985, much
work remains to be done in the area of compliance with the Quick Payment Provi-
sion although the number of citations identified improved by 11 percent from fiscal
year 1996. Many of the provisions of the Quick Payment Act are obsolete, particu-
larly those in areas requiring payment to vendors in less than 30 days, and are in
need of revisiting. During fiscal year 1998, the Accounts Payable Unit within OFOS
in conjunction with the Office of Finance and Treasury will review the Act and pro-
pose recommended changes while maintaining the purpose and the spirit of the Act.

ELECTRONIC DATA PROCESSING

Serious Internal Control Structure (ICS) weaknesses remain within the District’s
management information systems with little improvement to date. Management in-
formation systems (MIS) deficiencies represented 57 percent of the fiscal year 1996
ICS findings and appear to remain the most significant aspect of the fiscal year
1997 ICS comments. This lack of progress in MIS specifically warrants a separate,
concerted effort for improvement. The Office of the Chief Technology Officer (CTO)
aligned with the Department of Administrative Services, under the auspices of the
Chief Management Officer. The Chief Technology Officer is a recently created posi-
tion, with the incumbent only reporting in the winter of 1997. Last year, the Office
of the Chief Financial Officer (OCFO), Chief Information Officer coordinated system
improvements to assist the agencies then under the Mayor’s purview due to their
lack of a chief information officer (CIO). Responsibility, however, for developing and
restoring systems deficiencies resides with each agency that have identified weak-
nesses. This effort was largely unsuccessful, since the agency electronic data proc-
essing and information resources management staff did not report to the OCFO/
CIO.

During fiscal year 1998, it is incumbent upon the District CTO to take respon-
sibility in the correction of these deficiencies and continue the work begun by the
OCFO/CIO to motivate the District-wide EDP steering committee, and coordinate
the efforts among the different District departments. The District CTO must ensure
an overall, integrated effort that avoids duplication of resources and facilitates the
proper interface of all systems, finalizing the draft comprehensive data security poli-
cies and procedures manual; establishing end user training; and working with the
OCFO/CIO to ensure the automated interface between feeder systems and EMS
occur. As of September 16, 1997, the reviewer was informed that a new CTO for
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the District of Columbia had been selected and is expected to be on board in Octo-
ber, 1997.

As part of a city-wide plan headed by the OCFO/CIO, a contractor was engaged
to develop and implement standard policies and operating procedures. The drafted
policies and procedures include standards for data security, system back-up, and
disaster recovery changes in applications programs, and segregation of duties. The
draft policies and procedures have been distributed to all agencies for comment. The
newly hired CTO for the District must work with the OCFO/CIO to finalize and im-
plement the policy and procedures, modify, as necessary, the standards to reflect the
characteristics of each individual agency, and establish an internal audit team to
recommend, oversee and review appropriate changes for the physical processing en-
vironment at each installation.

BUSINESS TAX INFORMATION PROCESSING

The qualified audit opinion in fiscal year 1996 was a result of the auditor’s inabil-
ity to obtain sufficient evidence supporting the General Fund Business Tax receiv-
ables. That significant progress was made as during fiscal year 1997 is evidenced
by the Auditor’s removal of such qualification. Additional work is still needed how-
ever, in the business tax information processing area.

The Office of Tax and Revenue (OTR) plans to install an additional modification
to BTIS that will further improve the returned mail. The enhancement will allow
the Returns Processing Administration (RPA) to input corrected addresses into the
BTIS master file from forwarding address labels provided by the postal service. This
enhancement will reduce the number of documents routed to the responsible areas
in the agency. OTR has already implemented an enhancement to flag taxpayer ac-
counts with returned mail for which no forwarding address is provided, and suspend
the generation of future mail to those taxpayers. The Returns Processing Adminis-
tration is not experiencing any staff shortages or lack of resources.

In addition, OTR plans to use the Internet’s Switchboard feature, the Haines Di-
rectory, taxpayer contact, as well as a National Change of Address vendor which
utilizes the U.S. postal service’s Code I program. In addition to implementing the
system changes to track returned mail, OTR also sent a tape of the addresses in
question to the National Change of Address vendor. Of a population of 17,000 ques-
tionable addresses, approximately 1,200 new/corrected addresses were received. Cur-
rently OTR is analyzing the remaining questionable addresses to determine the ma-
teriality and collectibility of the receivable accounts, and whether the taxpayer has
any valid addresses (e.g., for a different location) on the BTIS master file. OTR
plans to continue further efforts in fiscal year 1998, as part of their normal course
of business, to obtain corrected addresses. Efforts planned include data entering ad-
dresses from returns, data matches with the Real Property Administration, as well
as continued use of the National Change of Address vendor.

KPMG noted tax returns were not readily available or easily traceable due to an
inadequate system. During fiscal year 1997, OTR acquired the additional space and
the new filing system equipment. The Returns Processing administration (RPA)
completed its re-filing of tax returns in the new filing system. In addition, RPA up-
dated the applicable portions of OTR’s record retention policy and will continue to
refine the process.

To reduce the occurrence of processing errors, OTR plans to (1) implement several
enhancements to its on-line data-entry system for the sales and withholding tax re-
turns; (2) work with the Office of Finance and Treasury to ensure that a new lock
box contract is issued that will address OTR requirements; and (3) continue data
purification as needed until system enhancements are in production.

MONITORING OF DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT LOAN
ACTIVITY

The Department of Housing and Community Development (DHCD) concurs, in
part, with the comment that ‘‘the District does little to monitor the financial condi-
tion of the borrower to determine the ultimate collectibility of the note. Rather, it
relies on foreclosure notices from the primary lender to determine whether a loan
should be considered uncollectible. A deferred loan normally has no repayment re-
quirement on the principal balance until the housing unit is sold, transferred or
ceases to be the borrower’s principal place of residence. In addition, deferred loans
take on a ‘‘quasi grant’’ characteristic because the loan may be transferred at the
borrower’s death to a member of the borrower’s household who has resided in the
property for at least one (1) year and who will occupy the property as his or her
principal residence.
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However, the vehicle for performance measurement on deferred loan borrowers
with the primary lender is the current contract with the new servicer. It provides
for monitoring the delinquency status of all superior liens on borrowers’ collateral
(including deferred loans), as well as monitoring to ensure that the residency clause
has not been violated.

On an annual basis, a sample will be selected from the deferred loan population
by the Department and the servicer will confirm whether the deferred borrowers are
current with their primary mortgage. This will assist the Department in determin-
ing whether the contractor is in compliance with their duties under the contract,
and the potential collectibility of the deferred loan.

Regarding the auditor’s statement that there were a ‘‘significant number of loans
past due greater than 120 days; however, no loans were forwarded to the collection
agency during the year’’, DHCD concurs, in part. A work order was completed and
executed for $1.4 million on August 19, 1997. An additional $18.3 million in loans
greater than 120 days were transferred to the collection agency during the first
quarter of fiscal year 1998. The Department is working with the contractor to de-
velop a system whereby this provision is implemented on a routine basis. This
would reduce the time required to move a loan from the servicer to the debt collec-
tor, and enhance the possibility of collection.

DHCD concurs with the comment that ‘‘DHCD maintains little historical informa-
tion on collection of deferred payment loans and amortized loans to allow it to deter-
mine the adequacy of the loan reserve on a recurring basis. Where some collection
data is available, it has not been compiled to develop trends from one fiscal year
to the next, and therefore has not been utilized to develop a strategy on the loan
loss reserve.’’ The Department is currently developing a strategy which will encom-
pass the use of data from the debt collector, and in-house analysis from reports pro-
vided by the loan servicer. Fiscal year 1997 will serve as the base year for develop-
ment of future trend analysis.

DHCD does not concur with the comment that they did not adequately monitor
the performance of the contractor. Meetings were initiated by DHCD and held with
both the prior and current contractor to address ongoing concerns regarding the
transfer of data and reporting requirements. Weekly meetings and site visits were
held and written correspondence was addressed to the current contractor to assist
in facilitating the expeditious handling of the related problems which occur in a
transfer of approximately 6,300 loans to a new contractor with one month remaining
in the fiscal year.

Regarding the loans receivable subledger not reconciled to the FMS loans receiv-
able balance during the year ended September 30, 1997, DHCD indicated that the
loan receivable subledger was reconciled to FMS at year end and has instituted pro-
cedures for this reconciliation to occur on a quarterly basis in fiscal year 1998.

BANK RECONCILIATION CONTROLS

The Office of Finance and Treasury (OFT) and OFOS share the burden and re-
sponsibility to ensure the cash is recorded in FMS, is reflective of the true cash posi-
tion maintained by the banks and other holding institutions in the name and for
use by the District. Questions raised by the fiscal year 1997 audit could have been
more readily resolved had OFT and OFOS communicated better throughout the year
on day-to-day cash accounting. The tremendous workload experienced during the
closing days of the audit, in this area, can be attributed to the backlog of reconciling
items caused by the following reasons:

—Cash documents being coded with an incorrect cash account number.
—Data entry errors.
—Wire transfers being deposited without a corresponding FMS recording docu-

ment.
—Wire transfers being sent out without a corresponding FMS recording docu-

ment.
—Wire transfers being sent out not in accordance with FMS requesting document.
—Items being posted in the Check Writing System without a corresponding FMS

recording document.
—Items being posted in FMS without a corresponding Check Writing System doc-

ument.
—Cash documents being processed to an incorrect fiscal year.
—FMS recording documents are not being prepared at all.
—FMS recording documents not being prepared correctly.
—Non-FMS checks being distributed without corresponding FMS recording docu-

ments.
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Additionally, there were several contributing factors to the delays in the closing
process/audit relating to cash. These contributing factors are as follows:

—The District has too many bank accounts.
—The opening of bank accounts and corresponding FMS bank accounts are nei-

ther coordinated, timely, nor have responsibilities and instructions been clearly
disseminated.

—Lack of procedures involving recording and distribution of cash.
—Confusion and lack of assumed responsibility in correcting inaccurate FMS doc-

uments.
The following recommendations are under consideration to improve the bank rec-

onciliation process:
OFOS revise the cash reconciliation procedures to address these problems that be-

came magnified during the fiscal year 1997 audit. These revisions will be focused
on the timely recording of cash transactions and will include the following objec-
tives:

—OFOS/OFT establish clear and finite procedures which will define the role and
responsibility of the Cash Reconciliation Unit versus the responsible agency as
it comes to clearing reconciling items.

—OFT establish a threshold dollar amount for which reconciling items under the
threshold will be recorded in a miscellaneous account—which are not cost effec-
tive to pursue—to concentrate needed research on larger value items.

—OFOS identify and seek resolution for the different kinds of errors and the re-
lated research that should be performed by the Cash Reconciliation Unit in
identifying reasons for outstanding reconciling items.

—OFOS/OFT establish a format for transmittal of information to responsible
agencies when notifying them of errors or outstanding reconciling items. These
procedures will further address required due dates for responses as well as ap-
propriate follow-up actions that should be taken when items are not cleared
within the specified time limit.

Additionally, it is OFOS’ plan (with OFT’s cooperation) to review the current pro-
cedures for establishing new bank accounts as well as analyzing current existing ac-
counts for ways to reduce the total number of District controlled bank accounts.

INADEQUATE CONTROLS OVER TRANSACTIONS INVOLVING THE AUTHORITY

The Office of Finance and Treasury does keep an ongoing record of Authority held
funds. This record takes into consideration funds received by the Authority on the
District’s behalf (primarily the federal contribution and bond/note proceeds) and
transfers made to the District from the Authority for operating and capital expendi-
tures. Any other account activity, i.e. interest earnings or transfers to other agen-
cies, are not reconciled on a regular basis due to insufficient information from the
authority. Although it is necessary to have actual data in order to reconcile the Dis-
trict’s records, OFT has been unable to receive from the Authority actual bank
records on a regular basis. As such, the reconciliation occurs at year-end as part of
the audit process.

The funds held by the Authority on the District’s behalf are used for operating
or capital expenditures. The operating funds held by the Authority typically consist
of the federal contribution and note proceeds. Given that this pool of money is used
for general operating expenditures, OFT tracks the principal amounts of these funds
based on a first-in/first-out method. The Authority generally does not share its ac-
count information with the District, as such, OFT has no way of knowing whether
these funds are pooled or tracked separately by the Authority.

Other funds received by the Authority typically have specific-use requirements. As
such, requests for these funds must specify which funding source to withdraw from.
For example, capital bond proceeds are deposited into separate accounts and are
withdrawn according to approved agency expenditures by bond issue. The Office of
Finance & Treasury also tracks the receipt/disbursement of these funds based on
limited information received from the Authority. Interest earnings and the use of
those interest earnings is not available on a regular basis.

The Office of Finance & Treasury is usually aware of the amount of funds antici-
pated to be received by the Authority on behalf of the District. Most of the antici-
pated funds are the federal payment or bond/note proceeds. Information regarding
other federally appropriated funding is usually reported to the Office of Finance &
Treasury on a timely basis by the Authority.

Monthly receipt of banking records or account activity from the Authority would
allow the District to reconcile its internal records on a regular basis and assist the
District with improved cashflow management. As stated earlier, the Office of Fi-
nance & Treasury has not been able to receive this information from the Authority.
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LACK OF TIMELY ENTRIES INTO FMS

An environment in which financial information is timely, accurate and reliable is
dependent upon the recordation of all transactions into the District’s existing or new
Financial Management System as close to the occurrence of the transaction as pos-
sible.

Likewise, the timely analysis of data is a prerequisite to the early detection of any
anomalies or exceptions subject to correction or further scrutiny. In the past, the
District has relied upon the good faith efforts of agency personnel to enter timely
and accurate data into FMS during the course of the fiscal year with little or no
periodic oversight by the central accounting office. The results have been mixed,
with some agencies waiting until the fiscal year-end closing process to enter infor-
mation and/or make significant cost allocation changes.

To further ensure the integrity of the District’s financial information, the OFOS
is instituting an interim closing process in fiscal year 1998. While the OCFO and
OFOS had determined that an interim close and increased periodic reporting was
necessary, the auditor’s report citing the untimely entry of transactions into FMS
as an internal control deficiency (resulting in significant transaction input, analysis,
adjustments and late entries) has accelerated the need to institute such require-
ments. While OFOS remains cognizant of the workload of the operating agencies,
and the hurdles faced during the fiscal year 1997 closing process, the environment
reemphasized the need to implement an interim close this year. The interim/month-
ly closing process will be focused on improving day-to-day accounting activities in
the agencies; fostering the importance or connection of their daily activities to the
closing process; and creating an appreciation that maintaining good records
throughout the year will diminish the transaction amount and volume activity re-
quired at year-end.

The approach to ensure the timely, accurate and reliable provision of data will
be a two-pronged effort. Beginning in April 1998, OFOS will require the monthly
submission of specific information for analysis and tracking. Also beginning in April,
OFOS will require the closing of specific packages by certain agencies for activity
through the first 6 months of the fiscal year. The forms to be completed will focus
upon those agencies and submissions that were inaccurate, extremely tardy or re-
quired significant transaction input at year end. The completion of any other quar-
terly or monthly closing packages will be determined based upon the assessment of
information and accuracy of the midyear submissions.

Recommendations:
Monthly Reporting

OFOS prepares and OFIS distribute the new reports on non local source potential
overspending, revenue recognition and cash collection. The agency prepares monthly
explanatory reports on non local source potential overspending, revenue not recog-
nized timely, and cash not collected timely. OFOS submits a monthly status report
to the CFO on local expenditure, revenues, and cash collections, along with agency
explanations.

Monthly agency reporting of large vendor invoices not vouchered into FMS, using
the agency invoice tracking log.

Monthly agency reporting of significant new litigation against the agency.
Monthly recording of WASA bills to District.

Quarterly Reporting
Quarterly agency reporting and FMS and subsidiary system updating for fixed as-

sets acquired from operations, and for fixed asset disposals.
Quarterly agency reporting and FMS entries for new capital leases.
Quarterly agency status reporting of significant litigation against the agency.
Quarterly or cyclical inventory counting, reconciling, and recording in FMS.
Quarterly update by agency of Medicaid accrual.
OFOS develop methodology to estimate annual leave accrual change on monthly

or quarterly basis.
Interim Close

Closing package Title

Form 2–5 .......................... Checking Accounts Under Agency Control.
Forms 3–2/3–3 ................. Analysis of Outstanding Encumbrances.
Form 3–4 .......................... Analysis of Open Vouchers.
Form 3–6 .......................... Accrued Expenses and other Current Liabilities.
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Closing package Title

Form 3–7 .......................... Central Payment Accounts, adjusted to appropriate balance for end of period.
Form 4–2 .......................... Analysis of Intra-District Revenue and Related Expenditures.
Form 8–3 .......................... Adjustments to Receivables, Revenues and Advances.
Form 8–4 .......................... Revenue source ‘‘HOLD.’’
Form 10–2 ........................ Reimbursable Revenues and Receivables.
Form 10–4 ........................ Clean Up Funding Source ‘‘9999.’’
Chapter 12 ........................ Enterprise Funds—only balance sheet, operating statement, and cash flow.

Question. The President’s proposed budget for the District of Columbia includes
$50 million in start-up funds for a National Capital Revitalization Corporation, de-
signed to undertake economic development projects.

In your opinion, what would be the necessary components for an economic devel-
opment program to be successful in the District of Columbia?

Answer. The essential components of an economic revitalization strategy for the
District of Columbia must include:

—improvement in the capacity of the District to provide efficient financial services
and other forms of governmental assistance that facilitate private investment
in the District by small, medium and large businesses;

—development and implementation of policies, plans and programs that improve
the conditions of private and public infrastructure by eliminating blight, encour-
aging investment in the acquisition, construction and renovation of business
plant and equipment, reducing the incidence of crime, disease, mortality and
other threats to the health and safety of residents, workers and visitors;

—expansion of opportunities for intra-regional business linkages and greater co-
operation in the training, retraining and placement of residents in jobs within
the District and throughout the region.

Each of these components must be developed and implemented in collaboration
with local civic, trade, business, not-for-profit-institutional, and neighborhood inter-
ests.

Question. What aspects of the President’s plan for economic development do you
support?

Answer. Although, the President’s effort last year to create a federally-established
Economic Development Corporation (EDC) set forth a specific plan of action for that
entity, the proposed fiscal year 1999 request for $50 million of start-up funds for
the District-proposed NCRC does not specify an expenditure ‘‘plan’’. Nevertheless,
the NCRC and EDC initiatives share several similarities that highlight the points
of agreement between the respective approaches of the President and District offi-
cials. Each plan, among other things, seeks to achieve the following objectives
through establishment of a politically independent economic development instru-
mentality that will:

—eliminate unnecessary and ineffective economic revitalization policies, plans,
strategies and programs;

—consolidate fragmented and duplicative economic development functions;
—develop coherent short and long range policies and plans in collaboration with

private and federal stakeholders that reflect neighborhood and regional interest
in the development of human and social capital and the improvement of public
and private infrastructure;

—recruit and maintain a credible, experienced staff of business and economic de-
velopment professionals with the knowledge, flexibility and institutional capac-
ity required to meet economic challenges and changing market conditions.

The President’s support for the District NCRC is, in part, based upon the achieve-
ment of a broad consensus among local business, government civic and community
leaders on the need for establishment of such an organization to develop and deliver
economic development on behalf of the District.

Question. With what aspects of the President’s plan do you disagree?
Answer. The President’s original proposal for federal control over the policies, pro-

grams and operations of a District economic development instrumentality generally
was not favored by local elected and appointed officials.

Question. The recent KPMG Peat Marwick audit determined that 20 deceased re-
tirees from the District’s payroll.

What steps are being taken to avoid payment of benefits to these ‘‘payroll ghosts?’’
Answer. In concept, the District is in agreement with the overall theme of the

draft report. The District does have an immature software acquisition process and
the implementation of the system is a high-risk effort. However, the report does not
consider that the District has not acquired any new major systems or software for
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many years. As a result, policies and procedures do not exist for software acquisi-
tions. Despite this weakness, we disagree that our process for this acquisition is
‘‘undisciplined’’. A comprehensive source selection plan was applied that objectively
assessed and evaluated proposed solutions for the FMS including upgrading the ex-
isting system, outsourcing the financial operations, and acquiring a new system.
Furthermore, an oversight group to address the need for the new financial system
was formed that included OMB, HAC staff, the District’s CFO, the Authority’s Exec-
utive Director, the District’s Inspector General, and the GAO. Ultimately, the group
developed an aggressive time line for considering solutions for the FMS. The aggres-
sive time line is a result of the looming Year 2000 Problem that must be addressed.
The aggressive time line represents a primary reason for the high risk scenario the
new system is being implemented under.

While the District agrees that the implementation of the new system is a high
risk effort, we do not agree with the reasons cited in the draft report. The system
is high risk due to the aggressive schedule required to implement a solution before
the Year 2000; the lack of infrastructure to support a modern financial system; con-
version of unreliable and inaccurate data into the new system; and the complexity
of the system.

Furthermore, the district does not agree with the characterization of the draft
findings related to requirements development, contract tracking, and risk manage-
ment. The following discusses the District’s actions in more detail:

Requirements development.—Initial requirements were defined in a capabilities
assessment in December 1996. These were further refined during the spring of 1997
by James Martin and Company and were fully defined by the KPMG as part of the
new system solution during the fall of 1997.

Contract tracking.—The District contracted with James Martin and Company to
supplement the program management of this monumental effort. Their responsibil-
ities include a variety of contract monitoring efforts including the measure of per-
formance versus payment, timeliness of deliverables (as well as quality), and con-
stantly monitors the project plan and risk mitigation plans.

Risk management.—Two separate risk assessments have been developed for the
project. The primary management focus of the program management office contin-
ues to be risk management. A comprehensive risk management plan calls for the
identification of risk, source of the risks, analyzing the risk, developing alternative
risk mitigation strategies, constantly tracking the status of the risks, and ensuring
implementation of risk action plans. Proactive risk management is a continuous em-
phasis for the program management of this effort.

Many of the GAO recommendations are changes that the District will embody as
we continue to develop and refine our policies and procedures for financial oper-
ations.

Question. The recent KPMG Peat Marwick Audit determined that 20 deceased re-
tirees from the District’s payroll.

What steps are being taken to avoid payment of benefits to these ‘‘payroll ghosts?’’
Answer. The District’s Office of Pay & Retirement Services (OPRS) was notified

that social security numbers for 21 of 15,000 annuitants on the active retirement
roll were found questionable as a result of KPMG’s verification of the numbers
against the Social Security Administration’s Death Index. KPMG utilized a private
pension research services corporation to obtain the data.

As a result, OPRS has instituted quarterly verification of social security numbers,
as opposed to our previous annual verification, through a private pension research
services corporation to report social security number mismatches and deceased retir-
ees. The company will also supply copies of the death certificates.

Of the 21 social security numbers reported as deceased annuitants:
—2 recipients were reported in error and were not deceased;
—3 recipients were removed from the retirement rolls prior to receipt of the audit

report;
—annuities for 16 recipients were immediately discontinued and OPRS reclama-

tion procedures were instituted through the banking institutions; eight (8) of
these annuities have been refunded in full.

The OPRS is pursuing collections from the remaining estates and/or financial in-
stitutions which in some cases have made partial payments toward the District’s
reclamation request.
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QUESTION SUBMITTED BY SENATOR BOXER

COLLECTIVE BARGAINING AGREEMENTS WHICH WERE NEGOTIATED AND RATIFIED IN
JULY 1997

Question. I am advised that the management representatives of the District—with
clear guidelines from the D.C. Financial Authority—sat down at the bargaining
table with labor to negotiate a comprehensive Collective Bargaining Agreement with
the City’s employees. The parties reached agreement in July 1997. I am told that
there has been a question about who has the authority to move the agreements for-
ward, and thus, the agreements which the unions negotiated with the City have yet
to go into effect.

The Chief Financial Officer just recently sent the bargaining agreement to the
City Council for its consideration. After 60 days it must move to the Control Board.

Dr. Brimmer, do you see any apparent reason that the Control Board would not
act quickly and positively on the collective bargaining agreement, once it is received,
inasmuch as the negotiating teams followed the D.C. Financial Authority guidelines
for the negotiations and that the CFO has already reviewed and forwarded the col-
lective bargaining agreement to the City Council?

What can you tell us about this, Dr. Brimmer?
Dr. Brimmer, is there anything else you wish to report to the Committee about

the matters under your jurisdiction?
Answer. At present, the Authority has no specific information about the collective

bargaining agreement referenced by Senator Boxer. However, as a rule, the Author-
ity moves expeditiously to review and approve labor contracts. The Authority under-
stands that once the parties have reached an accord, they are anxious to see that
it is implemented as soon as possible. The Authority has not approved agreements
that do not contain sufficient funding for their implementation. As long as an agree-
ment has sufficient funding and otherwise comports with the Authority’s Guidelines
for Collective Bargaining, it should move rapidly through the Authority’s review
process. We will look forward to the agreements from the Office of the Chief Finan-
cial Officer, and we shall endeavor to review them quickly.

SUBCOMMITTEE RECESS

Senator FAIRCLOTH. If there is nothing further the subcommittee
will be in recess.

[Whereupon, at 12:25 p.m., Wednesday, March 18, the sub-
committee was recessed, to reconvene subject to the call of the
Chair.]
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Material Submitted Subsequent to Conclusion of
Hearings

[CLERK’S NOTE.—Public witness testimony was unable to be
heard before the subcommittee, but the statement of the witness
will be made a part of the record.]

[The statement follows:]

PREPARED STATEMENT OF DAVID J. SCHLEIN, NATIONAL VICE PRESIDENT, DISTRICT
14, AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES

Mr. Chairman and Members of the Subcommittee: Thank you for the opportunity
to present our views in writing.

The 14th District of the American Federation of Government Employees (AFGE)
represents nearly five thousand employees of the District of Columbia and several
of its independent Authorities. These are the front-line employees who do the de-
manding, often dirty, and sometimes dangerous, and almost always thankless work
that keeps the city running.

WORKERS WANT REAL MANAGEMENT REFORM

Like you, AFGE believes that addressing the urgent and glaring crisis in manage-
ment is the long-term key to prosperity for the City and to assuring that the City’s
residents and visitors to our nation’s capitol receive service excellence.

The cause of the City’s twin financial and management crises has never been that
rank and file City workers are overpaid, or that there are too many people hired
to pave the roads, fix the school boilers and roofs, renew licenses, maintain water
and sewer lines, clean up the parks, or process the paperwork. Unfortunately, it is
that political patronage had come to mean a management job or lucrative private
contract. There were, and still are, too many bosses and not enough front-line work-
ers or equipment or spare parts to get the job done. There were, and still are, ques-
tionable contracting practices that result in contracts let without proper regard to
the price, the quality, or the experience of the contractor.

And like you, as hardworking and dedicated employees, our DC members are ex-
tremely frustrated, when the City’s government just doesn’t work. Our members are
the folks who try to continue to deliver services to District residents and businesses
in an efficient, and humane way—despite that obstacles and frustrations caused by
layers of redundant management, lack of training, materials, and/or equipment.
They are the folks who arrive to work on time and do their jobs—despite untrained,
unprofessional, politically well-connected ‘‘managers’’ who ignore ideas on how to
make government work better. They are the skilled workers who keep plugging
away at their work—despite having their salaries cut twice in the past 24 months,
their earned benefits reduced or eliminated, and their pay for overtime, hazardous
duty, and holiday work being severely reduced. We are proud of our DC members.
As public employees for DC Government they truly are the unrecognized heroes and
heroines toiling under exceptionally difficult, demanding and often dreary condi-
tions.

Let’s be clear. Our members have no stake in the status quo of management. As
the front-line workers our members have a keen awareness of the problems with
the city’s operations. It is because they are closest to the delivery of services, that
our members and their union representatives can offer a clear perspective on solving
these problems. Transforming the DC governmental system into one that inspires
public confidence in the city’s ability to deliver high quality public service in a cost-
effective manner is our goal.

COLLECTIVE BARGAINING AGREEMENTS ARE KEY TO MANAGEMENT REFORMS

But DC employees cannot participate in the kind of city transformation—that
both you and our members seek—unless they are treated with at least the basic te-
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nets of worker fairness by sound management. Such basic principles include the
right to bargain collectively over the terms and conditions of work.

Unfortunately, the very institution of collective bargaining has been placed at risk
because of the absence of clear lines of authority and management accountability
in bargaining. With whom are the unions to bargain? What entity is legally able
to represent Management and the City? Is it the Mayor, the Chief Financial Officer
(CFO), the Control Board, the Council, the Office of Labor Relations and Collective
Bargaining, the new CMO, the Congress or all or some of the above? The very mod-
est agreements our union negotiated with the City, which were ratified in July,
1997, have yet to go into effect. They have languished for months, as the Mayor,
the CFO, and the Authority play a shell-game of ‘‘Who has the authority?’’ I am glad
to report that the CFO has just recently sent the collective bargaining agreement
to the Council for its consideration. Then it must move to the Control Board. The
forward movement of this agreement will do much to assist the city in improving
services.

LABOR-MANAGEMENT NEED TO BE PARTNERS IN CREATING AND IMPLEMENTING
SOLUTIONS

We understand that our members’ futures are dependent on resolving the city’s
ongoing financial and management crisis. We also know that it is the front-line em-
ployees who do the city’s work who must be in the center of any effort to fix the
city’s delivery of services.

We are pleased to see that Camille Cates Barnett has signed on to participate in
the DC Labor-Management Partnership Council. To transform how this city runs we
must transform the relationship between management and labor. We must move
away from adversarial postures and move towards working in partnership to iden-
tify problems and craft solutions, to form an alliance for real change. We welcome
the opportunity to work with Ms. Barnett in partnership for real and lasting change
in how this city operates.

Indeed, over two and a half years ago AFGE, AFSCME and the City successfully
applied for a grant from the Federal Mediation and Conciliation Service (FMCS) to
establish a labor-management pilot program at the Fleet Maintenance Division at
the Department of Public Works. The project has already yielded impressive results
in improving efficiency and labor management relations. Furthermore, the grant re-
quired that a city-wide labor-management partnership committee be established.
Both FMCS and the Department of Labor have generously donated resources and
expertise to make the project a success. The successes achieved by this project as
well as its historic successes in the federal government and other cities such as
Philadelphia, Cincinnati, Indianapolis, Fort Lauderdale, etc. gives us reason for
hope.

MANAGEMENT REFORM CONSULTANT’S REPORTS

We have a few comments on the reports by various business consultants hired by
the Authority to analyze shortcomings in the management, operations, and struc-
tures of the agencies under its direct operating authority. Attached to this testimony
is AFGE’s response is entitled: Service Excellence: A Union’s Vision for the District
of Columbia. In it we respond specifically to the consultants reports on Emergency
Medical Services, and the Departments of Employment Services, Consumer and
Regulatory Affairs, Public Works, Health, and Housing and Community Develop-
ment. We have also responded to the so-called ‘‘cross-cutting’’ reports which focus
on personnel management.

Our approach to the consultants reports was systematic. We analyzed their ‘‘find-
ings’’ and ‘‘recommendations’’ from the perspective of whether they would further
the following eight AFGE goals and principles:

—1. Strengthening collective bargaining in order to make reforms effective.
—2. Empowering employees and treating us with respect.
—3. Improving management accountability
—4. Improving performance management
—5. Improving the rewards system
—6. Flatten and modernize the management hierarchy
—7. Support the development and use of skill
—8. Create Service Excellence.
Number eight is last, but certainly not least, as we believe the preceding seven

to be its necessary pre-conditions.
Our findings at this point indicate that where union leaders and members have

been actively engaged in the process of analyzing agencies’ strengths and weak-
nesses, and formulating reform proposals, the consultants findings were more accu-
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rate and the ideas for restructuring have been seen by workers as more likely to
be effective.

Unfortunately, we have little indication that as agency’s move to implement rec-
ommendations, that employees through their unions will be involved.

Our report makes several recommendations which we hope will be implemented:
1. Accelerate the development to the city-wide labor management committees. The

Authority needs to make a strong commitment to the process.
2. Establish labor-management committees in each department. These offer the

best channels for workforce participation to shape and implement effective reforms.
3. The severe workforce downsizing of the past several years should be brought

to an end. There should be no further contracting out where city personnel can do
the job.

4. Improve management accountability. Consistent leadership for reform must
start from the top.

5. Allow the collective bargaining process to work. Pay our members the salaries
agreed to in our negotiated contract.

CONCLUSION

The front-line workers of the District of Columbia remain ready, willing, and able
to work with any official or authority who approaches the job of improving the fi-
nancial management and service delivery challenges we face with integrity, with a
rational plan, and with respect for the crucial role we will play in any revival of
this City.

Thank you for your time and consideration.

SUMMARY

Service Excellence presents a plan for reforming DC government by involving
those who have firsthand knowledge of the District’s agencies, their problems and
the needed solutions—Washington’s front-line workers. Labor-management partner-
ships for reform have succeeded in building quality public services in other cities.
We can build a successful partnership reform here. And the reform process can’t
work without drawing on the knowledge, insights and concerns of the District’s
workforce.

As the largest union of DC employees, AFGE has mobilized its members to review
13 consultant reports commissioned by the Control Board to develop recommenda-
tions for DC management reform. We knew from experience across the country that
labor participation can be a highly effective process for creating successful reform
initiatives.

AFGE FINDINGS

Our principal findings in reviewing the consultants’ recommendations tracked
eight principles for effective reform that we developed before the consultants’ re-
ports were completed.

The different agencies experienced a wide variation in the extent of union/work-
force involvement in the development of the consultant assessments and reform pro-
posals. One basic finding ties all the consultant reports together.

—Where the union leaders and members have been more actively engaged in the
process, the consultant findings are more accurate and the proposed reforms are
seen by front-line workers as more likely to be effective.

When the consultants reached out to the local unions and front-line workers, seek-
ing their full participation their reports hit close to the mark in defining reform pro-
grams that are well matched to the needs of the agencies. When the consultants
excluded the local unions and had only minimal or deeply flawed interactions with
front-line workers, the assessments are full of factual errors and their reform pro-
posals badly miss the target. This shows that labor participation is a highly effective
process for creating successful reform initiatives. This participative method should
be systematically implemented in following through with the city’s management re-
form process.
Principle 1: Strengthen Collective Bargaining to Make the Reforms Effective

Because of the urgency of rapid, effective reforms, we propose to work with the
Authority and with senior agency managers to establish channels for labor partici-
pation in the reform process, both city-wide and in each of the city’s agencies. An
intensive effort to mobilize all the knowledge and good ideas in the Department is
needed on a priority basis.

—To provide ongoing problem-solving capability, we propose to accelerate the de-
velopment of the City-Wide Labor-Management Committee. Meeting on a more
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frequent basis, the Labor-Management Committee can help provide an environ-
ment supportive of the reform process.

—To directly address and support the organizational change—both city-wide and
in each of the Departments—we propose that an active subcommittee of the
Labor-Management Committee be created as a City-Wide Joint Redesign Com-
mittee.

—Within each department, we propose Joint Redesign Committees and Labor-
Management Committees. These offer the best channels for workforce participa-
tion in the process of shaping and implementing effective reforms and advanc-
ing the city to Service Excellence.

Based on the general principles of successful government reforms around the
country, the labor-management partnerships should be undertaken city-wide, not
one agency now, and others later. If we’re in an emergency reform mode, then work-
force participation needs to be organized from the beginning. We need input from
the front-line worker: What do you think you need to do your job better, more effi-
ciently, with better customer service?

Finally, the consultants typically see the collective bargaining functions of the
city—where they are acknowledged at all—in a negative and defensive way. We
think collective bargaining should be seen as a vehicle for problem solving and deal-
ing successfully with the challenges faced by DC government, DC citizens, and DC
employees.
Principle 2. Empower employees and treat them with respect

A basic premise of employee participation in reforming their organizations is that
they can not be punished for that participation—at least not if the reforms are
meant to succeed. DC workers and our unions need to be mobilized as partners in
the reform process, not treated as uninterested observers or pieces to be moved
around on other people’s chess boards.

—The severe workforce downsizing of the past seven years must be brought to an
end now if we are now to embark on a successful reform process. Most consult-
ant reports recognize this basic fact. One at least plainly does not.

—There should be no more layoffs and no further contracting out where city per-
sonnel can do the job. This city can’t make further cuts while expecting to re-
build morale and employee initiative.

—Agencies and the city should reject those few consultant recommendations to
fire current employees and make them re-apply for their existing jobs, with the
likelihood of bringing in new outside hires.

—Agencies should not pursue policy of further ‘‘hollowing out’’ of internal capacity
through additional staff cuts and contracting out. This is inefficient and ineffec-
tive in improving service quality.

The city must recognize in practice that ultimately ‘‘people are our most impor-
tant resource.’’ Agencies and the city can not give insincere lip service to this prin-
ciple while continuing to treat the workforce primarily as a cost to be cut—rather
than a resource to be developed and built upon. This kind of inconsistent, destruc-
tive message will only engender further disillusionment and cynicism among the
workforce. And this approach will undermine efforts to reform service delivery in
DC government.
Principle 3. Improve Management Accountability

The most important prerequisite for effective reform is consistent leadership for
reform from the top. This is needed within each agency. Even more important, con-
sistent top level leadership for reform is needed for the city as a whole.

—The Authority needs to firmly express its commitment to workforce and union
participation in the reform process. Department directors need to hear this mes-
sage loud and clear, and more than just once. The Mayor and the City Council
also need to endorse this direction for reform of service delivery in the District.

—Agency heads need to provide consistent leadership within their departments
and for their senior managers. Labor participation should be built into every
manager’s job evaluation.

—The city needs to recognize that labor participation in design and implementa-
tion of agency systems and technologies, goals, objectives and metrics will yield
more effective results for everyone’s goals.

Principle 4. Improve performance management
Several key points that come up across all the agency reports that demand urgent

attention.
—The personnel function needs a radical overhaul, not only on a city-wide basis,

but within every agency as well. Hiring decisions, performance evaluations, and
promotions today are typically not objective and not geared to meeting agency
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service delivery goals. Personal relationships and cronyism must be replaced by
objective assessments based strictly on performance and merit.

—Front-line workers should be integral participants in process redesign, bringing
in new technologies, and establishing feasible goals for continuous improvement
in service quality and cost effectiveness. As designers of the systems and their
performance metrics, they will have every incentive for achieving the goals they
have helped to establish.

—It is wrong to blame employees for productivity and quality problems. W. Ed-
wards Deming, the long-time DC resident recognized as the father of the quality
movement, said that quality problems are 90 percent due to bad management.
It is wrong and ineffective to try to remedy quality problems by punishing or
replacing workers.

Principle 5. Improve the rewards system and allow the bargaining process to work
We think it is possible to design appropriate positive performance incentives, for

teams, work groups, and other groups that work together to produce superior qual-
ity or greater cost effectiveness. These are issues that ultimately must be collec-
tively bargained.
Principle 6. Flatten and modernize the management hierarchy

Modernization of management means more than using new technologies. High
participation, high learning, high performance work systems mean demands for new
management approaches and skills. We would like to see modernized high perform-
ance work systems matched by high performance management.
Principle 7. Support the development and use of skill in the workplace

Very few of the consultant reports recognize that workforce skill is fundamental
to high quality, high productivity service delivery. High performance work systems
and jobs require skill and continuous learning.

—We need to develop skill requirement profiles for the new jobs in our reformed
agencies, objectively assess existing workforce skills, and develop systematic
training programs for all city workers.

—Joint training committees should be set up in the agencies and city-wide.
—Adequate budget resources must be secured to support a training program that

reaches the agreed minimum of 2 percent of payroll for each employee.
Principle 8. Create excellence in customer service

We in AFGE believe that this city’s agencies can be reformed to provide service
excellence for residents, commuters, and visitors to Washington DC. We stand ready
to work with the Authority, agency heads and senior managers, and elected officials
to make this goal a reality.

‘‘The District must do more to involve the District’s labor unions in the financial
recovery of the District.’’ 1 The Authority, May, 1997.

PART 1. INTRODUCTION

Service Excellence.—A Union Vision for the District of Columbia makes the case
for involving front-line union members in the reform of their workplace. In the end,
it is up to us, the District’s workers, to transform the rough mandate of laws passed
by Council and Congress into the indispensable reality of quality government serv-
ices and benefits. Front-line workers know what it will take to turn this city around.
Whether fighting illegal drugs or caring for the poor, DC workers know the barriers
to service excellence and we want to help The Authority break them down. Reform
can only succeed if it builds on the knowledge and insights of the people who best
know what’s wrong with DC government and how to fix it—DC workers and their
unions.

The Authority has hired 13 outside consulting firms to conduct organizational as-
sessments and make improvement recommendations for seven agencies and four
city-wide services. AFGE District 14 has shared these assessments and rec-
ommendations with the front-line workers from the respective agencies. This report
presents a front-line analysis of the consultants’ work. Merging workforce insights
with consultant expertise is critical to successful reform.

Service excellence identifies eight basic principles that are the foundation for suc-
cessful reform efforts. These all hinge on seeing city workers and their unions as
valuable resources for reform—not as roadblocks to be avoided.
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—Strengthen collective bargaining to make the reform process effective
—Empower employees and treat them with respect
—Improve management accountability
—Improve performance management
—Improve the rewards system and allow the bargaining process to work
—Flatten and modernize the management hierarchy
—Support the development and use of skill in the workplace
—Create excellence in customer service
Restoring DC’s fiscal health while at the same time improving service delivery is

a challenge that can only be met if Congress and the city’s political leaders work
with, rather than against, DC front-line workers and their unions. This report pro-
poses concrete steps the city can take to achieve effective management reforms
through an indispensable method: involving front-line workers and their unions in
reform of our city.

The American Federation of Government Employees (AFGE)—in addition to being
the largest union representing federal government workers in the United States and
overseas—represents some 5,000 employees working for the District of Columbia
government. AFGE District 14 provides supervision and support to its 14 locals rep-
resenting D.C. workers. AFGE Council 211, comprised of all D.C. local unions also
serves the membership through coordinated activities. AFGE represents DC employ-
ees at the following agencies:

—Department of Public Works
—Water and Sewer Authority
—Department of Human Services
—Department of Health
—Department of Administrative Services
—Board of Parole
—Department of Employment Services
—Department of Fire and Emergency Medical Services
—Department of Recreation and Parks
—Department of Housing and Community Development
—D.C. Public Housing Authority
—Metropolitan Police Garage
—Department of Consumer and Regulatory Affairs
—D.C. Energy Office/Office of Planning

BACKGROUND

Congress is now spending millions of taxpayer dollars to have outside consultants
tell them what AFGE and our members have been trying to tell them for years.
Poor management is the biggest problem facing the District of Columbia.

AFGE and the DC workers we represent have time and again raised concerns
about the management problems in our city, but no one listened. We also have of-
fered our views on how the problems could be solved, but our advice and offers to
help were put aside while the financial fires were put out (largely through reducing
pay and benefits for front-line workers). Now, as top-down consultant reports are
presenting management reform plans—usually developed without meaningful in-
volvement of the workers who have the best knowledge of what is wrong with DC
government systems and of how to fix them—it is time for DC workers to be heard.

THE TRACK RECORD OF REFORM TO DATE: LITTLE OR NO WORKFORCE PARTICIPATION,
DISPROPORTIONATE IMPACT ON FRONT-LINE WORKERS

DC’s unionized workers have already borne a disproportionate share of the spend-
ing cuts made—without meaningful workforce input—to address the financial crisis
we had no part in creating. Over the past two years, DC workers have suffered pay
cuts of more than $40 million, which have severely impoverished many working
families in the District. What is more, we have borne the shame and humiliation
of blame for the City’s inability to deliver decent, reliable, effective and cost efficient
services to City residents. Yet in agency after agency, budget cuts were implemented
by halting needed training, neglecting needed equipment purchases and repairs, re-
ducing front-line staff, and delaying the purchase of essential materials and sup-
plies. When management deprives workers of the resources we need to do our jobs,
a crisis like the one now facing the District is inevitable.

Since 1995 when the Authority was established and given ultimate authority over
the city’s budget, its management, its procurement, and its labor contracts, the only
real changes that have been implemented are job reductions and pay and benefit
cuts for front-line service delivery workers and reductions in income assistance to
the very poor. Meanwhile, the City has twice rolled back property taxes, which now
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stand at 1993 rates. These cuts have severely reduced the revenue available to the
District to meet its budget shortfall.

In the past two years, unionized city workers have endured:
—12 days of mandatory, unpaid furloughs
—6 percent salary reductions for the last half of fiscal year 1995
—3 percent salary reductions throughout fiscal year 1996 and fiscal year 1997
—A 2 percent reduction in the employer’s contribution to the post–1987 pension

plan, made up by the employees (in effect, another 2 percent reduction in pay)
—Restrictions on overtime pay
—The temporary elimination of optical and dental benefits.
These cuts were far deeper than those imposed on the non-union workforce. Out-

side contractors and service providers have not been asked to re-negotiate their con-
tracts at all. In the midst of a severe budget crisis the City continues to spend mil-
lions of dollars in wasteful contracting out.

Union workers have also borne the brunt of job elimination. The Authority in its
May, 1997 report, Human Resource Management Reform: A Strategic Approach,2
points out that, instead of targeting reductions at the management level as directed
by the Authority, most reductions have been of employees in lower pay grades who
actually deliver services. In August 1995, the Authority called for the District to re-
duce full-time equivalent (FTE) personnel from 40,208 to 35,771 by September 30,
1996. Although the District met the targeted FTE level, the majority of the reduc-
tions have occurred in the front-line workforce, not in the management ranks. Sev-
enty-two percent of the net 2,488 non-school reductions have occurred in grades 9
and below; and 42 percent have occurred in grade 5 and below.

In addition to destroying morale, management’s self-serving approach to reducing
the workforce has resulted in:

—Severe shortages of employees with critical expertise, especially in procurement,
information services, and environmental engineering skills

—A disproportionate distribution of workload, with the result that many employ-
ees who perform critical tasks are overworked

—An excessive amount of overtime being worked by critical personnel, particu-
larly in the Public Safety agencies.

Collective bargaining, grievance and arbitration are the traditional processes that
workers have available to them to voice and resolve these important financial and
workplace issues. But even these most fundamental vehicles have broken down
under the weight of the City’s crisis. Although the Financial Responsibility and
Management Assistance Act of 1995 called for the Authority to approve all labor
union contracts, there have been no labor union contracts agreed to by the District
and a bargaining unit in the two years of the Authority’s existence. In fact, agree-
ments reached by City officials and the unions sit waiting for the most basic of deci-
sions: determining who has the authority to implement the agreements. A court-
mandated settlement on back pay has languished for months waiting for Control
Board approval. Compensation agreements ratified last summer sit in the CFO’s of-
fice waiting to be submitted to the Authority.

CRITICAL ROLE OF WORKFORCE INVOLVEMENT

According to the Authority’s own report, ‘‘The District Government must do more
to involve the District’s labor unions in the financial recovery of the District.’’ 3 The
report goes on to recommend that the city work with the city’s unions and the Fed-
eral Mediation and Conciliation Service to expand the current city-wide joint labor-
management effort to include the formation of joint councils in selected departments
and agencies. AFGE stands ready to work with the City and the FMCS to expand
this important initiative. We believe that a strong partnership will provide our
members with the voice in the reform process that we have been seeking all along.
However, a strong partnership can only emerge within the context of a strong and
viable system of collective bargaining that allows for workers interests in financial
and employment security to be aired and addressed.

This is an extremely important point. If workers’ knowledge, insights, and inter-
ests are not taken into account, then the reform process simply will not work. What-
ever the reform process does, whether it cuts costs or not, it is the DC workers who
must ensure that it is done well and that it meets the needs of a demanding public.
Every endeavor of the DC government ultimately relies on the skills, ability, and
motivation of DC workers. Before workers will fully support the reform process, we
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must first know that our efforts to improve the city will also serve to improve the
quality and stability of our work lives.

A REFORM PROCESS THAT WILL LAST: LABOR-MANAGEMENT PARTNERSHIP

The problems with the District government are deeply rooted in its ineffective or-
ganizational structure and obsolete management philosophy. The current organiza-
tional model is based on centralized control of a multi-layered, autocratic manage-
ment hierarchy. With its emphasis on control, rules, and standardization, this model
is designed to take the thinking out of work and to devalue and discourage employee
participation in workplace decision making. In this system, DC’s front-line workers
are hamstrung by red tape and often pointless rules, buried under stacks of point-
less paperwork, and if managed at all, micro-managed to within an inch of their
lives. The central message of this system is that workers can not be trusted to do
the right thing.

By the early 1980’s American business and government began to abandon this
outdated management philosophy of command and control in order to remain com-
petitive and survive in a new world of tough global competition, new complex tech-
nology, and lightning-fast communications. These companies learned the hard way
that in the transformation from an industrial age to an information age a premium
is placed on intelligent, highly trained, creative workers who have the resources and
responsibility to analyze new situations and act quickly and effectively in response
to new opportunities.

As more organizations moved to form new systems that support the development
and use of skill in the work process, they discovered that the knowledge and creativ-
ity of their employees was often the margin of difference between mediocrity and
excellence. There is no question that the engines that drove the change in successful
companies and government agencies have been the principles of employee empower-
ment and labor-management partnership.

Employee empowerment rests on a simple but powerful notion: the people who are
closest to the work know where the problems are and usually have the best solu-
tions. Not all good ideas flow from the top down. When front-line workers are trust-
ed to identify and correct problems, and when their decisions are supported by top
management, they will be motivated to make continuing and meaningful improve-
ments to the work they do. The key is to push decision making down and give work-
ers the authority to think creatively and act independently, within the context of
the organization’s objectives and values.

THE POSITIVE ROLE OF LABOR-MANAGEMENT RELATIONS

The evidence shows that long-term organizational success is bound together in-
separably with good relations between labor and management. Time and again it
has been proven that effective labor-management partnerships have led to increased
productivity, greater quality, better customer service, and greater employee satisfac-
tion on the job. Union involvement in the design and implementation of reforms
strengthens both the reforms and the process by which the reforms are designed
and implemented. Notable union contributions to reform efforts include:

1. Unions provide reform efforts with credibility. Employees are skeptical about
the potential of the reform effort to make a real difference. The involvement of the
union will send the message that The Authority is making a meaningful attempt
to fundamentally reform the District. Labor-management partnership is the first
step in developing a culture based on mutual respect and trust.

2. Unions provide workers with an independent locus of control in the reform
process. Collective bargaining will ensure workers that they will receive a share of
the gains they help to achieve, and the protection of the union encourages employ-
ees to speak their minds on controversial issues without fear of reprisal.

3. Unions promote and help to institutionalize change within agencies. Unions re-
main long after the elected leaders and top managers who initiated the change proc-
ess. The union and its members are the only constant, and therefore are the ones
who will carry on the changes long after the reforms are implemented.

4. Unions bring needed knowledge, insight, and skill to the change process. AFGE
represents workers in a number of government agencies. We can share information,
ideas and experiences gained from our other partnerships and joint reform initia-
tives. This type of learning exchange could help to create a powerful synergy within
the DC reform initiative.

As DC employees who believe deeply in public service, AFGE members want to
participate in positive ways to improve the performance of our government. But
time and again we have been frustrated. For years we have offered thoughts on how
to make government work better and more efficiently, but we have been told ‘‘that’s
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management’s job.’’ Now the Authority has hired consultants to do what we have
been willing to do all along, identify problems and recommend proactive changes in
how the city is operated. Next, the consultants’ studies and recommendations will
go to a team of top leaders and managers to implement, even though the reports
have clearly identified management as the primary reason why many of the city’s
problems exist in the first place.

DC’s problems of inefficient and outdated management can not be solved by top-
down, consultant driven reforms. AFGE provides the Authority with the only viable
path to effective reform—to partner with city employees in the reform process. That
is why AFGE urges the Authority to pursue a reform approach that recognizes that
DC’s front-line workers are the solution. We urge the Authority to involve the union
and our members in the Management Reform Teams that are about to implement
the consultants’ recommendations.

AFGE’S SERVICE EXCELLENCE PRINCIPLES

Underlying AFGE’s involvement in the reform initiative will be a set of basic prin-
ciples we will use to shape and evaluate the DC reform process. These principles
are based on a solid understanding of how to make the system changes needed if
the DC Reform process is to produce the results it has promised to District resi-
dents. Our principles will allow the City to develop and implement a reform process
that draws upon the knowledge and talent of its workforce in improving the District
Government and enhancing the community we serve.

1. Strengthen Collective Bargaining to Make Reforms Effective. To succeed, the
reforms must broaden the scope of bargaining and provide employees with a voice
in improving productivity, increasing efficiency and enhancing customer service.
New vehicles for labor relations that expedite the bargaining process and grievance
administration will provide workers with the protection they need, and serve to free
up the time of labor representatives to play a meaningful role in the reform process.
The framework of labor-management councils should be expanded to other depart-
ments and be provided with a role in the evaluation and implementation of the con-
sultant’s recommendations.

2. Empower Employees and Treat Them with Respect. Employees hold the key to
solving the City’s service problems. No one knows the problems that DC faces better
than the dedicated workers who serve this City. Our front-line workers through
their unions should be given a voice in the reform process, and in every day deci-
sions regarding the delivery of the services they provide.

3. Improve Management Accountability. Systems that support strategic planning
and the establishment of performance goals must be established. Further, these sys-
tems must include mechanisms that hold management accountable to achieving
goals and to behaviors that support a professional and equitable work environment
for employees. If management is not held accountable to reforms, the reform process
will not produce needed results.

4. Improve Performance Management. Earlier in the 20th century performance
management systems focused on identifying and disciplining individuals for non-
performance. The current system in DC still functions in this negative way. Today
it is realized that performance results from many factors, some individual, but many
more that are group or organizational in nature. DC needs a new performance man-
agement system that will provide individuals with clear direction on positive work
related goals, and which will support team work and problem solving. Any change
in the performance management system should provide for bargaining and direct in-
volvement in its design by the employees whose performance the system will meas-
ure. If employees do not have ownership in the system, they will have no real con-
fidence in its fairness or effectiveness.

5. Improve the Rewards System and allow the bargaining process to work. Instead
of establishing an arbitrary awards system that will reinforce cronyism, allow us to
negotiate a fair system where we emphasize gainsharing and make increased pro-
ductivity our goal.

6. Flatten and Modernize the Management Hierarchy. The District’s current com-
mand and control system is supported by an excessive management hierarchy that
must be dismantled in size and scope. Once employees are empowered to make oper-
ational decisions, managers are freed up to focus on longer term strategic concerns.
This system needs less managers and it needs different managers. The managers
who remain in an empowered work system must assume new roles that require dif-
ferent skills. For example, managers must build and support teamwork, aid in trou-
bleshooting and provide clear goals and performance measures. Individual managers
who remain must be supported through training and performance management
mechanisms if they are to succeed in assuming their new roles.



76

7. Support the Development and Use of Skill in the Workplace. If employees are
to take on a broader role in the work process, training and skill development must
be viewed as a strategic investment in quality—not as a cost to be controlled or
eliminated. One of the worst causalities of the budget crisis has been the virtual
elimination of front-line worker training. What little training that still exists in the
City is concentrated in mid-to-upper level management while the front-line workers
who actually deliver city services are ignored. Action must be taken to turn the
training deficit around. However, the skills gap in the city is not merely a training
challenge. The current command and control work organization does not support
workers in using the skills they already have. The work structure must also change
if workers are to bring current and new skills to bear in their work.

8. Create Excellence in Customer Service. Like other governmental agencies and
private employers, the DC government must focus on providing prompt, cost-effec-
tive, and customer-responsive services. This is what taxpayers demand and what
the public has every right to expect. It is also what DC’s union-represented employ-
ees want to deliver. Our city’s government systems, supported by an empowered
work force and engaged unions, should aim for and consistently deliver excellence
in customer service.

As a first step toward our involvement in the reform process, AFGE shared the
consultant’s studies and recommendations with union members on the front-line of
the agencies under review. This report contains their views on those reports. In-
cluded is an evaluation of the recommendations against AFGE’s Service Excellence
principles, and in cases where we think the consultants are off base, we provide
what we believe to be a more viable course of action.

PART II—THE AFGE RESPONSE TO CONSULTANT ASSESSMENTS AND RECOMMENDATIONS

Introduction: Stakeholder Participation and Consultant Recommendations in the Re-
form Process

Consultants can use a variety of methods to help a client understand and respond
to its strengths and weaknesses. An essential key to success is the degree of involve-
ment the selected method affords the stakeholders in the problem identification and
resolution process. Effective assessments generate a consensus regarding the bar-
riers to effectiveness and create ownership within an organization for the implemen-
tation of chosen solutions. Without stakeholder buy-in, proposed solutions often sit
on a shelf collecting dust, rather than producing the results they were intended to
help achieve.

Effective consultants (and managers) involve workers and their unions in the de-
sign of studies. They use the knowledge of the people who work within a system
to identify issues around which people can be mobilized. Successful consultants go
beyond cursory surveys and focus groups and rely heavily methods that involve key
stakeholders directly in analyzing problems and crafting solutions.

The consultants hired by the Authority to conduct the organizational assessments
and develop reform recommendations often fell far short of the best practice bench-
marks for stakeholder participation. The selected consultants relied heavily on man-
agers in the information gathering and assessment process. Those consultants who
chose to involve workers through the use surveys, town meetings and focus groups
limited worker involvement to discussing questions that the consultants viewed as
important. The consultants shaped the questions, assessed the data, and decided
what issues to pass on for further consideration and what to leave out. Worker in-
volvement also often occurred on managements terms. Workers were selected by
managers to participate in the study, yet many managers may not see it as in their
best interest that all views be heard. In most cases basic methodological rules for
soliciting worker views were violated: the consultants almost always mixed man-
agers in with front-line workers in their focus groups, thus limiting the ability of
workers to freely express their views.

The Authority has invested too much money and political capital in the Reform
Process to see it hampered by ineffective studies and implementation processes. The
candid, informed views of front-line workers, provided on their own terms, is essen-
tial if the process is to produce valid data and positive results in successful, effective
reforms.
Overview: Main AFGE Findings

As AFGE members responded to consultant reports for six agencies and the city-
wide personnel function, we found a remarkably consist pattern in our findings and
recommendations across the agencies and the personnel function.

First, we noted the wide variation in the extent of union/workforce involvement
in the development of the consultant assessments and reform proposals in the dif-
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ferent agencies. Those differences in the quality of worker participation in generat-
ing the reports led directly to differences in the quality of the reports themselves.

—Where the union leaders and members have been more actively engaged in the
process, the consultant findings are more accurate and the proposed reforms are
seen by front-line workers as more likely to be effective.

When the consultants reached out to the local unions and front-line workers, seek-
ing their full participation—as in Emergency Medical Services—their reports hit
very close to the mark in diagnosing problems and then in defining reform programs
well matched to the needs of the agencies. These reports treat the workforce with
respect and generally integrate workforce insights and employee interests (e.g., job
security, increased training, adequate resources for doing our jobs) into their reform
proposals.

When the consultants excluded the local unions and had only minimal or deeply
flawed interactions with front-line workers—as in the report on the Department of
Housing and Community Services, at the extreme end of the spectrum—the assess-
ments are replete with erroneous findings and their reform proposals miss the tar-
get by a wide margin. These low quality processes have generated resentment and
resistance already—creating early barriers to successful reform. These barriers will
have to be addressed and overcome soon if reform is to succeed in those agencies.

This remarkably consistent pattern underscores the need for active union involve-
ment in the design and implementation of the reform process. In short, Labor par-
ticipation is a highly effective process for creating successful reform initiatives. This
method should be followed in the rest of the city’s management reform process.

Certain other fundamental themes stand out in common across the seven individ-
ual agency and functional reports developed by AFGE members and local unions.
These basic themes fit well within the framework of the union’s eight Service Excel-
lence principles.
Principle 1: Strengthen Collective Bargaining to Make the Reforms Effective

Because of the urgency of effectively implementing well conceived reforms in the
shortest possible time, we propose to work with the Authority and with senior agen-
cy managers (and outside consultants, as needed) to establish a joint reform, rede-
sign, and implementation process in each of the city’s agencies. An intensive effort
is needed to mobilize all the knowledge and good ideas in the Department on a pri-
ority basis. We feel such joint initiatives will make the reform process much more
successful.

—To provide ongoing problem-solving capability, we propose to accelerate the de-
velopment of the City-Wide Labor-Management Committee. Meeting on a more
frequent basis, the Labor-Management Committee can provide a forum for solv-
ing problems that may arise in the general framework surrounding the reform
process. It can help provide an environment that consistently supports the re-
form process.

—To directly address and support productive organizational changes—both city-
wide and in each of the Departments—we propose that an active subcommittee
of the Labor-Management Committee be created as a City-Wide Joint Redesign
Committee. This would be a practical working group. It would support and fa-
cilitate the redesign initiatives in each department and in city-wide functions.
Interacting with agency directors and local union leaders, it would work toward
consistency in following ‘‘best practice’’ approaches across the agencies.

—Within each department, we propose a similar structure of Joint Redesign Com-
mittees and Labor-Management Committees. These offer the best channels for
workforce participation in the process of shaping and implementing effective re-
forms and advancing the city to Service Excellence.

Based on the general principles of successful government reforms around the
country, the Labor-Management partnerships should be undertaken city-wide, not
one agency now, and others later. If we are in an emergency reform mode, then
workforce participation needs to be organized from the beginning. We need input
from the front-line worker: What do you think you need to do your job better, more
efficiently, with better customer service?

It has to be recognized that most of the consultant reports have poorly recognized
the fundamental linkage between collective bargaining and successful reform in
union-organized city governments. While there is some variation across the reports
from different consultants on the various agencies, the majority of the consultant
processes have shown little recognition of the unions as potential partners in the
reform process. They have, with important exceptions, limited the engagement of
unions in the assessment and redesign processes. They have failed to develop pro-
posals for union participation in the redesign efforts, or for redesign teams. For
those consultant reports that did recommend benchmarking of best practices around
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the country, they generally selected the ‘‘best practice’’ sites themselves, according
to unstated and questionable criteria, and they failed to propose ideas for labor to
participate in designing or conducting the benchmarking analyses. None of them
recognized the importance of labor-management committees as channels for advanc-
ing a successful reform process.

The collective bargaining responsibilities of the city—where they are acknowl-
edged at all—are typically seen in a negative and defensive way.

—Collective bargaining should be seen as a vehicle for problem solving and deal-
ing successfully with problems that that are faced in common by DC govern-
ment, DC citizens, and DC employees and their unions. Labor-management
partnerships for work system redesign are basic building blocks of best practice
in municipal government reform around the country.

Workers are principal stakeholders, along with DC citizens as the ‘‘owners’’ of city
government and citizens as customers of the full range of public services. Workers
as stakeholders participate collectively through their unions and individually in
their own workplaces. Several reports advocate a ‘‘stakeholder’’ process (e.g., in
DCRA) but fail to recognize that workers are basic stakeholders.
Principle 2. Empower employees and treat them with respect

A basic premise of employee participation in reforming their organizations is that
it won’t work if employees are to be punished for their participation. DC workers
and our unions need to be mobilized as partners in the reform process, not treated
as uninterested observers or pieces to be moved around on other people’s chess
boards, and then discarded.

—The severe workforce downsizing of the past seven years must be brought to an
end if we are now to embark on a successful reform process. Most consultant
reports recognize this basic fact. One at least plainly does not (Price
Waterhouse at Housing and Community Development).

—There should be no more layoffs and no further contracting out where city per-
sonnel can do the job. This city can’t make further cuts while expecting to re-
build morale and employee initiative.

—Agencies and the city should reject recommendations to fire current employees
and make them re-apply for their existing jobs (DHCD), with the likelihood of
bringing in new outside hires.

—Agencies should not pursue policies of further ‘‘hollowing out’’ their internal ca-
pacity through additional staff cuts and contracting out. This is inefficient and
ineffective in improving service quality.

—The city must recognize in practice that ultimately ‘‘people are our most impor-
tant resource.’’ Agencies and the city can not give insincere lip service to this
principle while continuing to treat the workforce primarily as a cost to be cut—
rather than a resource to be developed and built upon. Treating city employees
as the problem, rather than the solution, will only engender further disillusion-
ment and cynicism among the workforce and undermine efforts to reform serv-
ice delivery in DC government.

Finally, it must be recognized that genuine workforce empowerment is not a sig-
nificant recommendation in most of consultant recommendations for agency reforms.
While some agency recommendations do call for more modern organizational struc-
tures, notably on the management side (e.g., fewer layers of management), there are
virtually no calls for restructuring work systems toward best practice high participa-
tion, high performance systems. Traditional top-down bureaucratic thinking pre-
dominates.

—There are important opportunities for creating more effective service delivery
through empowering employees with wider, more holistic job responsibilities
and supporting them in these new roles with appropriate training.

Principle 3. Improve Management Accountability
The most important prerequisite for effective reform is consistent leadership for

reform from the top. Such leadership is needed in each agency. Even more impor-
tant, consistent leadership for reform based on workforce participation is needed for
the city as a whole.

—The Authority needs to express its commitment to workforce and union partici-
pation in the reform process. Department directors need to hear this message
loud and clear, and more than just once. The Mayor and the City Council also
need to endorse this direction for reform of service delivery in the District.

—Agency heads need to provide consistent leadership within their departments
and for their senior managers. The message needs to flow down through senior
management ranks as well as through the leadership structures of the unions.
Participative change processes are often resisted by middle managers who are
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fearful of unfamiliar new roles—in spite of the fact that the new approaches can
provide superior service delivery and cost effectiveness.

—Labor participation in design and implementation of agency systems and tech-
nologies, goals, objectives and metrics will yield more effective results for every-
one’s goals.

Without this kind of leadership commitment, the reform process is not likely to
succeed.
Principle 4. Improve performance management

Several key points come up across all the agencies for improving performance
management.

—The personnel function needs a radical overhaul, not only on a city-wide basis,
but in each agency as well. Hiring decisions, performance evaluations, and pro-
motions are not objective or geared to meeting agency service delivery goals.
Personal relationships and cronyism must be replaced by objective assessments
of performance and merit.

—Front-line workers should be integral participants in process redesign, bringing
in new technologies, and establishing feasible goals for continuous improvement
in service quality and cost effectiveness. As designers of the systems and their
performance metrics, workers will have every incentive for achieving the goals
they have helped to establish.

—It is wrong to blame employees for productivity and quality problems. W. Ed-
wards Deming, the long-time DC resident recognized as the father of the quality
movement, said that quality problems are 90 percent due to bad management.
However, several consultant reports seem to place the principal blame for bad
performance on workers. They therefore, wrongly, seek to remedy the problems
by punishing and/or replacing workers. This approach can not lead to successful
reforms or improvements in service quality.

Principle 5. Improve the rewards system and allow the bargaining process to work
AFGE is interested in exploring appropriate approaches to positive performance

incentives, for teams, work groups, and other groups that work together to produce
superior quality or greater cost effectiveness. These are issues that ultimately must
be collectively bargained.
Principle 6. Flatten and modernize the management hierarchy

Modernization of management means more than using new technologies. High
participation, high learning, high performance work systems mean demands for new
management approaches and skills. We would like to see modernized high perform-
ance work systems matched by high performance management. Neither empower-
ment nor respect plays a significant role in most of consultant recommendations for
agency reforms:

As noted above (principle 2, empowerment and respect) traditional top-down bu-
reaucratic thinking about reforms and operations will cause the city to miss impor-
tant opportunities for creating more effective service delivery.
Principle 7. Support the development and use of skill in the workplace

Very few of the consultant reports recognize that workforce skill is fundamental
to high quality, high productivity service delivery. High performance work systems
and jobs require skill and continuous learning.

—We need to develop skill requirement profiles for the new jobs in our reformed
agencies, objectively assess existing workforce skills, and develop systematic
training programs for all city workers.

—Joint training committees should be set up in the agencies and city-wide.
—Adequate budget resources must be secured to support a training program that

reaches the agreed minimum of 2 percent of payroll for each employee.
Principle 8. Create excellence in customer service

We in AFGE believe that this city’s agencies can be reformed to provide service
excellence for residents, commuters, and visitors to Washington DC. We stand ready
to work with the Authority, agency heads and senior managers, and elected officials
to make this goal a reality.
City Departments: Responses to Consultant Reports

EMERGENCY MEDICAL SERVICES AFGE LOCAL 3721

The quality of emergency health care response provided by the District’s Emer-
gency Medical Services is in a crisis condition that is deeply troubling to many of
those who live and work in DC. Response times for the most critical ambulance
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service, advanced life support, are unacceptably slow. These dangerously long re-
sponse times threaten the health and lives of those who need emergency medical
service in the District. Turning this situation around, quickly and effectively, is a
critical test for DC government and for the reform process.

DC’s EMS system has been the focus of many studies over the years, but effective
reforms have not previously been implemented. Many EMS employees are weary of
good recommendations not being implemented. We want it to be different this time.

TriData Corporation has studied the EMS system since September. TriData’s
team was built around knowledgeable experts with extensive hands-on work experi-
ence in emergency medical systems; they weren’t just academic experts. They used
two criteria in developing their assessment and their reform proposals. First, ‘‘What
is best for the patient?’’ And second, ‘‘How to provide the desired level of service
most effectively.’’ We think these are good questions to start with.

TriData had extensive contact with the local union representing EMS employees
from the beginning of their assessment effort. They reached out to the local union
leadership and met and spoke with union executive board members repeatedly as
the study moved forward. In addition they went to firehouses and spoke with indi-
vidual firefighters and EMS personnel. We feel we had a great deal of input. In gen-
eral we support most of their recommendations because our thinking and insights
were included in the process of developing the recommendations.

—Our local union needs to continue participating in the process of shaping re-
forms as recommendations are finalized and the EMS system moves into the
implementation phase of reform. We propose to work with management (and
with support from consultants, as needed) to launch a Joint Redesign Team that
can work intensively on creating a successful reform effort. We know that active
involvement of front-line EMS employees and their union will result in better
reform projects that will be more quickly and more enthusiastically put into ef-
fect.

—To provide ongoing support for the Joint Redesign Team and to deal with other
ongoing issues facing the EMS Bureau, we want to build on recent preliminary
discussions to create an EMS Labor Management Committee. Such an ongoing
committee can deal with issues beyond the scope of the critical near-term re-
form and redesign challenge.

EVALUATION OF REFORM RECOMMENDATIONS AGAINST AFGE’S SERVICE EXCELLENCE
PRINCIPLES

In reviewing the written reports from TriData on Emergency Medical Services, we
have compared their recommendations with AFGE’s eight principles of Service Ex-
cellence. Our main findings are summarized below.
Principle 1. Strengthen collective bargaining to make the reform process effective

The good beginning by TriData needs follow-through from top-level management
and the union to assure that the collective bargaining aspects of the reforms are
properly addressed.

—Some of the contemplated changes in organizational structure, in job descrip-
tions, and in the personnel system require bargaining as a legal matter, but
these and other reforms could be strengthened, we feel, by incorporating sup-
portive language in the collective bargaining agreement.

Principle 2. Empower employees and treat them with respect
The TriData methodology for gathering information for their reports has been to

empower workers to participate from the early stages of the reform process. The re-
port and its methods have also treated front-line workers with respect—recognizing
their high levels of qualifications and the extremely high extent to which they are
overworked under current inefficient, outmoded EMS systems.

—It is critical for front-line employees to have empowered roles in the next stages
of the reform process—when specific reform strategies are finally determined
and when implementation plans are put into effect. The EMSB Joint Redesign
Team we have proposed can help make sure that this happens properly and ef-
fectively.

—Providing supportive telecommunications and other technologies, increasing the
number of ambulances, and improving operations protocols will make it easier
for employees to do a quality job.

Principle 3. Improve management accountability
The proposed reforms go a long way toward upgrading management accountabil-

ity at the EMSB.



81

—The critical underlying organizational point is that Emergency Medical Services
are medical, public health services. They should be organized under a Director
who is a medical doctor to provide patient-centered, medically oriented services.
The culture and mission of fire fighting organizations are unlikely to change to
give adequate emphasis to the needs of the EMS system.

—Setting a goal for 8:00–8:59 minute response for critical calls provides a meas-
ure of progress in system effectiveness.

—Upgrading computer-based automatic tracking systems will allow EMS to un-
derstand and continue to improve operational patterns.

The TriData proposal (No. 5) to make the EMS promotion process competitive and
to review managerial positions and incumbents is sound. We agree with the
TriData’s statements that:

‘‘There is an active distrust of the EMSB supervisors and management among the
field providers; it is pervasive and organizationally limiting * * * [T]here is a wide-
spread feeling that promotions [to and within management ranks] are made on the
basis of cronyism and without regard to the merit of the individual for the position.’’
(p 4–39)

We also concur with their recommendation that ‘‘some impartial review of the
qualifications of incumbent managers will need to be undertaken.’’
Principle 4. Improve performance management

We believe that greater team-based operational autonomy would be a natural ex-
tension of the TriData recommendations, but this is not stated as an explicit goal.

Continuing workforce participation in shaping specific operational goals and per-
formance metrics for individual units will help assure that the goals are realistic
and have the support of EMS employees.
Principle 5. Improve the rewards system and allow the bargaining process to work

Our local is interested in exploring innovations and improvements in reward sys-
tems for individuals and groups of employees who work together in teams or operat-
ing divisions.
Principle 6. Flatten and modernize the management hierarchy

We concur with the TriData recommendations to flatten, strengthen, focus, and
modernize the management hierarchy.
Principle 7. Support the development and use of skill in the workplace

The TriData reform project to better integrate EMS documentation, quality assur-
ance and training provides for close, supportive linkages between improving service
quality and assuring that employees have all the skills they need to do an outstand-
ing job.

—We would like to expand ongoing involvement of the union in planning for the
training office to make sure that skills are defined with broad enough scope to
support system-oriented learning and portable skill sets.

Principle 8. Create excellence in customer service
We feel that the reforms proposed by TriData provide a strong starting point to-

ward the reform process for creating excellent customer service. If the front-line
workforce and the union can play meaningful roles, and if the investments in new
equipment, systems, and technologies can be made, we are confident that we can
move the District’s EMS system rapidly toward Service Excellence.

DEPARTMENT OF EMPLOYMENT SERVICES AFGE LOCAL 1000

The Department of Employment Services (DOES) has a long history in labor-man-
agement partnership. We believe that management and the union can work together
to rebuild that departmental partnership in a way that can substantially strengthen
the reform process that is about to be launched.

AFGE Local Union 1000 has a good working relationship with the current DOES
executive director. The local’s six person executive board currently sits in on the Di-
rector’s monthly executive staff meeting. The Executive Director and the President
of the local union co-chair a DOES Labor-Management Committee that meets
monthly and addresses a range of agency issues. The incumbent Executive Director
will have left office on November 21, 1997.

These relatively structured channels for high level labor-management communica-
tion and problem solving can be traced back to a departmental Labor-Management
Partnership created in 1991. The Labor-Management Partnership facilitated nego-
tiation of a win-win departmental contract in only seven days and laid a solid foun-
dation for joint problem solving and development of high performance organization
at DOES. A notable example of our accomplishments at that time was that every
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DOES employee received a full week’s training on quality service in customer-fo-
cused, employee-centered operations—‘‘how to provide customer service the first
time, on time, all the time.’’

Unfortunately, the DOES Labor-Management Committee that succeeded the origi-
nal Labor-Management Partnership has been more adversarial than cooperative in
recent years. Subsequent Executive Directors and many managers have not main-
tained the same high level of commitment to an active, productive partnership that
was shown by the Director and senior managers in 1991.

Over the past 90 days, DOES has been the subject of an assessment and develop-
ment of recommendations for reforms by the Technical Assistance and Training Cor-
poration (TATC). The TATC consultants met with the two top local union officers
toward the beginning of the assessment phase of their work. They said they would
follow up with our union leadership, but there has been no further contact from
TATC since that first meeting. TATC has likewise not organized strong participa-
tion by front-line workers in its process of information gathering and developing rec-
ommendations. Front-line employees appear in their report as objects to be reengi-
neered rather than as important agents of the change process. With its organiza-
tional focus on training issues, however, TATC does call for important and much
needed increases in the Department’s investments in staff training. But, again, their
approach provides for little labor participation in shaping these training or other re-
form efforts.

As employees at DOES, we want to encourage senior management to reinvigorate
the labor-management partnership that was so productive at the beginning of the
1990’s.

—In a setting of emergency priority for agency reform, we would like to work with
senior management to create a Joint Redesign Team. This Redesign Team
would bring together the best thinking within the Department—from all
sources, including the front-line workers who actually deliver the Department’s
services—and to combine them intelligently with outside resources, such as con-
sultants, on an as-needed basis.

—To address the broader, longer term issues of upgrading the Department’s serv-
ice quality, timeliness, and cost effectiveness, we propose that we work with
senior management to recreate the Labor-Management Partnership that flour-
ished under the agency’s pro-active top leadership six years ago.

As front-line employees, we understand where the Department’s problems lie, and
how they could be effectively remedied. All we want is an opportunity to combine
our knowledge with that of the management team to design and implement reforms
that will really work in practice, not just in theory or on paper. We are ready to
take up this challenge with you.

EVALUATION OF REFORM RECOMMENDATIONS AGAINST AFGE’S SERVICE EXCELLENCE
PRINCIPLES

Local 1000 has studied the assessment and recommendations from TATC. We
have analyzed their reform proposals in light of the eight principles of Service Ex-
cellence that AFGE has developed for this city-wide reform effort.
Principle 1. Strengthen collective bargaining to make the reform process effective

The evidence of best practice reform of government services around the country
makes it clear that real workforce participation in, and ownership of, the assess-
ment and reform process leads to the most effective reform proposals and the most
successful implementation of reforms. Ownership from the beginning is always more
powerful than ‘‘buy in’’ to somebody else’s project after it is ready to move forward.

—With union representation of the workforce, labor participation in the reform
process can provide highly effective channels for workforce participation in the
reform effort. This can take the form of design or redesign teams, labor-manage-
ment committees, or broad labor-management partnerships. Local 1000 pro-
poses to build on all three of those options, as spelled out above.

Collective bargaining represents a time-tested process for establishing joint reform
programs. Consultation, joint fact-finding, problem-solving, benchmarking, or design
committees can operate under the umbrella of collective bargaining, without entail-
ing formal bargaining on every issue or even most issues. Collective bargaining is
needed when issues of terms and conditions of employment come up. Indeed, collec-
tive bargaining is legally required for those issues. But bargaining can provide a
broad umbrella under which workers can participate in reform efforts, knowing that
their interests are properly represented and protected. It is the best, most inclusive
approach to problem solving and organizational improvement.

Unfortunately, neither collective bargaining nor AFGE is recognized at all in the
reform proposals from TATC. This repeated oversight is a fundamental flaw in the
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4 It should be noted that TATC does call for involving information technology users in their
proposed redesign process for information systems [p 4–2]. In this context they describe worker/
user participation as key to ‘‘a rational, bottom-up planning process’’ that is otherwise missing
in their report.

process of developing the consultants’ proposals. It undermines the prospects of see-
ing their reform proposals successfully implemented.

—The positive role collective bargaining plays in effecting changes in job descrip-
tions, performance evaluation criteria, training, compensation, and other issues
should be spelled out in serious reform projects.

Principle 2. Empower employees and treat them with respect
TATC’s process of assessment and developing reforms has flagrantly disem-

powered employees by effectively excluding them from participation. We think it is
difficult, if not impossible, for employees who are disempowered in the redesign
process to become empowered in the following stages of implementing reforms and
operating new work systems.

TATC’s reform recommendations at various points come close to proposing basic
concepts of high participation, high performance work systems, but they shy away
from the target at the last moment, at least where front-line workers are concerned.
While it is suggested that managers develop and operate a number of new cross-
functional activities, the TATC recommendation on the most basic point of continu-
ous improvement in operations states that the agency should only: consider estab-
lishing process improvement teams to involve employees in improving quality of
service, and to increase a feeling of employee empowerment. (p xix, p 4–20, empha-
sis added).

There is an important difference between ‘‘a feeling of employee empowerment’’
and measures that actually empower front-line workers.4

—Proposals to further cut Department staff levels are the opposite of both em-
powerment and respect. Where some areas are found to have excess personnel,
those employees should be reassigned and retrained so that the Department can
maintain a commitment to its staff members. Treating staff as disposable or ex-
pendable fundamentally undermines morale.

Finally, the consultant’s the one single concrete proposal for employee ‘‘empower-
ment’’ deserves to be cited in full: ‘‘Empowering employees to decorate their own
areas would boost employee morale, improve the appearance of office space, and
may make the space more inviting to the public’’ (p xxiii, p 4–29)

—AFGE recommends that work groups and job responsibilities be redesigned on
a joint basis to genuinely empower front-line workers. When workers under-
stand the goals, objectives, and responsibilities of their work groups, they
should be able to devise means for fulfilling the mission through benchmarking
best practices, studying their own work flows and processes, and solving prob-
lems as they are identified. This is the basis of assuring quality and of continu-
ous improvement in the quality and cost effectiveness of service delivery.

Principle 3. Improve management accountability
TATC makes a number of positive recommendations for improving management

systems and accountability. Achieving longer tenure for the Executive Director is
critically important, as would be recruiting a Director who has a proven track record
in promoting participation and partnership with workers and their union. Develop-
ing systems for planning, more active communication, redesigning how work is done
and jobs are defined, establishing performance metrics (including quality but also
cost), and upgrading computers and communications systems are all important for
a more successful Department.

—What is missing in these recommendations are significant roles for front-line
workers in redesigning systems, implementing changes, and operating new
processes with high levels of employee participation and empowerment. Those
roles need to be added through the work of the proposed Department-wide Re-
design Team and in smaller redesign teams within DOES divisions and bu-
reaus.

We are concerned that the consultant’s report makes no mention of the pending
proposals to merge and privatize the disability and workers’ compensation systems.
The City Council has held hearings on this subject and it has been discussed on
Capitol Hill. We feel that any actual savings from such a move would be generated
by denying claims—whether or not those claims are valid.

—AFGE strongly opposes the idea of merging and privatizing the disability and
workers compensation programs.
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Principle 4. Improve performance management
The TATC recommendations for redesigned job functions with integrated job de-

scriptions and performance evaluation metrics are steps in the right direction.
Again, more active autonomous roles for the front-line workforce on issues like mon-
itoring quality and improving work processes would improve these recommenda-
tions.

The personnel system needs much greater attention than provided by TATC. Hir-
ing practices are widely perceived as arbitrary, often unfair, and disconnected from
qualifications and skills needed to fulfill the Department’s mission. AFGE addresses
many of these issues in our report on city-wide personnel functions (below).

—We support reforms to move away from cronyism and personal favoritism to-
ward a merit system based on objective criteria and implemented with even-
handedness and fairness. Although linked to city-wide reforms, counterpart
changes will have to be implemented within DOES itself. Evasions of personnel
procedures should be identified and reversed as soon as possible whenever they
occur.

—Periodic personnel evaluations should be made more objective and fair by hav-
ing them performed by coworkers, by more than one supervisor, and by cus-
tomers inside and outside the agency. This more thorough, balanced system can
do more to help identify areas of needed improvement. To be fully effective, it
should apply to all employees of DOES, both front-line workers and supervisors
and managers.

Finally, AFGE Local 1000 recognizes our own need to change if we are to play
a fully positive role in achieving service excellence. As employees we need to clarify
our fair expectations of one another on issues such as absenteeism if we are to move
into a world of high performance work systems.
Principle 5. Improve the system and allow the bargaining process to work

Our union is interested in sitting down with management to explore improved
systems for individual and group awards for outstanding performance. In principle
we agree that the rewards system should structure positive incentives for improving
the quality of our services.

—We need to explore together possible innovations to implement such positive in-
centives consistent with fairness and even-handedness.

Principle 6. Flatten and modernize the management hierarchy
TATC has made several recommendations for simplifying the management hier-

archy and setting it up to operate on a cross-functional basis, with improved plan-
ning and accountability. These suggestions move in the right direction.

—Work systems built around high employee participation and empowerment
would lead to a further set of simplifications in the management hierarchy. In
some cases there may be more supervisors than needed trying to monitor em-
ployees through outmoded command-and-control observation. Many supervisors
might function more effectively in new roles as coaches, with their particular
areas of specialization strengthened by additional training. Changing work
itself is the true foundation of modernizing management.

Principle 7. Support the development and use of skill in the workplace
As mentioned above, the training recommendations are probably the strongest

part of the TATC report. We agree that training and skill development should be
seen as necessary investments rather than as costs to be minimized. We concur that
individual skill development plans should be worked out through a gap analysis
based on an objective assessment of skills required for different jobs and the skill
portfolio of the employees in those jobs (at all levels). We need to work together to
make sure that adequate resources are available to support the needed training in
DOES and elsewhere in DC government.

—We suggest that bargaining unit employees and their union need to play a
stronger role in the design of these skill profiling and assessment systems. It
is too easy for managers or consultants to go off on a tangent and lose track
of the skill sets actually needed for excellent performance. Again, it must be rec-
ognized that front-line workers have the most direct understanding of what is
needed for successful customer service, including the skills of their coworkers
and themselves. It is a mistake to exclude us from this critical process.

Principle 8. Create excellence in customer service
The focal point for all the changes we advocate is Service Excellence. Front-line

workers have critical knowledge and insights that need to be mobilized in the proc-
ess of redesign and reform of the Department of Employment Services. We believe
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that our participation can produce superior reform proposals that will be supported
by the workforce and therefore implemented more rapidly and more successfully.

—We look forward to working with DOES management to bring about those re-
sults.

DEPARTMENT OF CONSUMER AND REGULATORY AFFAIRS AFGE LOCAL 2725

The Department of Consumer and Regulatory Affairs administers a wide range
of programs that impact on the quality of life, public safety, and the regulatory envi-
ronment for business in the District. Many of these functions have operated poorly
in recent years. Since September DCRA has been studied by a KPMG consulting
team, which published their assessment and initial reform recommendations earlier
this autumn.

The KPMG team arrived on the scene shortly after the appointment of the new
Director of DCRA, David Watts. KPMG originally pursued a methodology of very
limited workforce and union participation in their process of assessment developing
reforms. The consultants did not meet with AFGE leaders at all before publishing
their assessment and proposed reforms. As the KPMG reform proposals were being
published (October 23rd), Director Watts initiated a series of weekly meetings with
the leadership of our local union. He has been taking a very active approach to pro-
moting union involvement in the reform process. He is committed to discussing
issues with the unions and to sharing information. He says that the unions need
to be part of the reform process from the beginning.

Since these meetings with the new Director began, KPMG has been much more
interested in involving the union in the further development of their reform propos-
als and strategies. Director Watts has evidently instructed the consultants to meet
with our Local Union leadership and to discuss reform proposals with us.

The published KPMG proposals contain many positive building blocks for reform
at the Department. Their analysis and recommendations give much needed atten-
tion to areas of human resources and training for front-line workers as well as man-
agers. We believe that by working proactively with David Watts, we can put in place
a reform initiative that will address the real needs of DCRA in ways that can gen-
erate active engagement of the front-line workforce and the Union.

—Because of the urgency of the reform timetable, we propose to work with De-
partment management in creating a Joint Redesign Team for DCRA. We believe
that the Department’s employees have a store of knowledge and insights that
can add important value to the reform process. By working together, we can de-
velop the most effective reform plans and move them toward rapid implementa-
tion, thanks to the informed participation and support of front-line workers.

—To deal with the wider range of issues at DCRA, we further propose immediate
creation of a Departmental Labor-Management Committee. Building on the
city-wide Labor-Management Committee, this group can build up a practice of
developing information and defining and solving problems throughout the De-
partment.

EVALUATION OF REFORM RECOMMENDATIONS AGAINST AFGE’S SERVICE EXCELLENCE
PRINCIPLES

Our Local has carefully reviewed the KPMG assessment and reform proposals and
evaluated them against the eight AFGE principles of Service Excellence:
Principle 1. Strengthen collective bargaining to make the reform process effective

The KPMG report makes no mention of the collective bargaining or the Union.
DCRA Director David Watts, on the other hand, has recently instituted a series

of regular meetings with the Local Union leadership that have started the process
of strengthening collective bargaining and creating a stronger foundation for the fu-
ture reforms.
Principle 2. Empower employees and treat them with respect

—The participative process begun by the DCRA Director needs to become part of
the process and procedure for the future work of KPMG. Participation of the
local union and front-line workers is a necessary part of shaping the reformed
agenda, developing an implementation strategy, and monitoring and fine-tuning
the reform process as it moves forward.

The KPMG process to date has not treated front-line workers with respect. It has
worked around the workers and their unions as a source of independent insight and
input. Again however the new Director has sought to remedy this method.

The KPMG reform proposals do call for protecting DCRA workers from further
layoffs and RIF’s. While certain functions are noted as perhaps no longer necessary,
the incumbent employees in those functions are slated in their report for reassign-
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ment and retraining to carry out other responsibilities in the Department. We agree
with this approach. It reflects an element of respect for DCRA workers—their need
for job security and they move into the reform process. This is important for all em-
ployees who are being asked to contribute to improving the organization where they
work.

Principle 3. Improve management accountability
KPMG recommends improved planning, reorganizing some functions processes for

setting agency goals, defining objectives, and establishing metrics to track improve-
ments. These are important and positive steps. However, we feel that the union can
contribute important insights and perspectives in shaping these changes. Before im-
plementation, the substance of these management system reforms should be re-
viewed and discussed by the agency’s Joint Redesign Committee.

Principle 4. Improve performance
The KPMG report properly recognizes the importance of human resource issues

in creating effective work system in a productive DCRA. It properly connects
workflow, job design, skill requirements and training in an integrated whole.

—Redesigned work systems and new job requirements should be addressed by the
union and management together to reach the best-informed decisions that will
be most effectively implemented. These questions should be taken up by the
Joint Redesign Committee and examined on a joint basis for each part of the
Department.

Principle 5. Improve the rewards system and allow the bargaining process to work
DCRA, like other city Departments, will benefit from the broader changes in the

personnel systems, as outlined elsewhere in this report. We believe that there is
room to explore the development of team-based and other collective performance
metrics that can appropriately support high participation, high quality operations.

Principle 6. Flatten and modernize the management hierarchy
Simplifying and rationalizing the organizational hierarchy and bringing in new in-

formation and telecommunications technology systems, as recommended by KPMG,
can be a good start toward flattening and modernizing the management hierarchy.
What needs improvement in their recommendations, again, is to build in workforce
and union participation.

KPMG even defines the goal, but their proposals don’t quite fulfill it. A good ex-
ample (among many) is found in their discussion of designing computer database
software:

‘‘All sections of DCRA must be involved in the integration process. It is imperative
that all parties feel that they will benefit from the integration or there will be re-
sistance and no commitment to ensure its success.’’ (p 12)

We, the front-line workers and our union, are definitely parties to these system
changes. Our participation will not only minimize the potential problem of resist-
ance or apathy, but will help generate the best choices.

—Direct the Joint Redesign Team to review proposed changes in organizational
structure and functions.

—Create a specialized joint design team for new information and telecommuni-
cations technologies, with the goal of mobilizing user participation in the eval-
uation, selection, customization, and implementation of these new technologies.

Principle 7. Support the development and use of skill in the workplace
KPMG’s gives very positive attention to the needs for skill development in quality-

oriented service delivery. Their proposed comprehensive training plan and program
properly recognizes the need for training for new roles and responsibilities, for using
new technologies, for maintaining professional skills, and for quality interactions
with customers.

—Create a Joint Skill Development and Training Committee to develop the skills
training program of DCRA.

Principle 8. Create excellence in customer service
We believe that our front-line workers and Local Union can work in harness with

the new Director and, under the right direction, with the consultants in shaping and
implementing a very successful reform program for the Department of Consumer
and Regulatory Affairs. We welcome the opportunity to participate in making our
agency more effective through excellence in customer service.
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5 This report, prepared by AFGE members and leaders, does not directly address areas of
DPW where other unions represent the workforce—e.g., the Solid Waste Management Adminis-
tration (SWMA), the Division of Transportation (DOT), or the Division of Motor Vehicles.

DEPARTMENT OF PUBLIC WORKS AFGE LOCALS 631 AND 1975

The Department of Public Works encompasses many functions that impact di-
rectly—and nowadays often negatively—on large numbers of DC residents, commut-
ers, and visitors. DPW functions include road maintenance, snow removal, trash col-
lection and street cleanup, maintenance of DC public buildings, parking enforce-
ment, and drivers licenses and motor vehicle inspections, among others. Successful
and prompt reform of DPW is, therefore, a priority in the broader effort to turn this
city around.

As front-line workers represented by AFGE, we see the many problems at DPW
at close range. We see first hand how organizational structures in DPW are frag-
mented and poorly coordinated and how, as a result, customer service and efficiency
are often poor. An ongoing lack of investment in technology, training, and new vehi-
cles and other equipment increases costs and impedes timely delivery of services in
a host of areas—from building maintenance and repair to snow removal and waste
management.

The work force in the Department of Public Works has been roughly cut in half
during the 1990’s. Key agencies such as Facilities Operations and Maintenance Ad-
ministration (FOMA) and Fleet Maintenance have had even more than half their
jobs eliminated since 1990, while work assignments have not decreased to the same
degree.

FOMA did the maintenance work (e.g., roofs and boilers) for the DC public schools
until the mid-1980’s, and levels of maintenance were considered to be good at that
time. The work has since been contracted out, with disastrous consequences for the
school system.

In spite of the difficulties facing the agency and its employees, we have made it
clear that we are willing to work with DPW management in seeking more effective
ways to deliver quality services. The positive track record of the Labor-Management
Committee for Fleet Management and other joint initiatives supported by DPW Di-
rector Cel Bernadino in 1997 represent an important set of building blocks for fu-
ture joint union-agency problem solving and redesign efforts.

Since September DPW has been studied by a consultant group led by Managing
Total Performance, Inc. (MTPI). While the consultants’ recommendations for man-
agement reform in DPW contain some valuable insights and suggestions, their proc-
ess has not adequately engaged the knowledge, insights and interests of the work-
force stakeholders. DPW workers and their unions feel they have a great deal to
contribute toward improving the department’s operations, organization, and proc-
esses. What we need is an opportunity to bring that contribution to bear as recog-
nized and valued participants in the process for redesigning the Department of Pub-
lic Works.

—Because of the urgency of effectively implementing well conceived reforms, we
propose to work with DPW management (and outside consultants, as needed)
to establish a Joint Redesign Team. An intensive effort to mobilize all the
knowledge and good ideas in the Department is needed on a priority basis. We
feel such a joint initiative for reform will make the process much more success-
ful.

—To provide ongoing problem-solving capability, we propose a broader DPW
Labor-Management Committee. Building on the positive experience of the city-
wide Labor-Management Committee and the pilot LMC in DPW’s Fleet Services
Division, a Department-wide committee would provide an environment that
would support the reform process.

EVALUATION OF REFORM RECOMMENDATIONS AGAINST AFGE’S SERVICE EXCELLENCE
PRINCIPLES

The consultants’ recommendations for management reform and the process they
used for determining these recommendations have been evaluated by AFGE union
members at DPW against the union’s eight principles for Service Excellence.5

Principle 1. Strengthen collective bargaining to make the reform process effective.
There was only a limited engagement of the unions in the assessment process.

The Department of Public Works is one of the agencies in which the consulting con-
tractors made an effort to reach out to the agency’s union leadership. But that ef-
fort, however, did not go far enough.
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The consultants met with the presidents of the unions representing DPW employ-
ees early in the assessment phase. They also met with the Fleet Maintenance
Labor-Management Committee and met alone with the union members of the LMC
to seek their candid opinions about problems in Fleet Maintenance.

Unfortunately MTPI used these encounters with union leaders only for narrow in-
formation-gathering purposes. The consultants posed structured questions, but they
did not ask if the union leaders had additional topics that they thought were impor-
tant to pursue. After those initial sets of meetings, there have been no follow-up dis-
cussions with the union leaders by the consultants. The recommendations that we
put forward in those early meetings have not been included in the reform proposals
developed by MTPI.

By and large, the MTPI recommendations do not contain a meaningful recognition
of an ongoing role for the Department’s unions and front-line employees in the re-
form process. In spite of the very positive activities of the city-wide Labor-Manage-
ment Committee and the LMC for Fleet Maintenance, the consultants’ recommenda-
tions do not identify any ongoing role for labor or the Labor-Management Commit-
tee in benchmarking best practices in other jurisdictions, assessing the strengths
and weakness of existing DPW systems, or in participating in the redesign of DPW
systems.

We particularly note the value of the recent benchmarking trip made by senior
DPW managers and union leaders to Indianapolis—a city that has made major
strides in rebuilding its services on the basis of a labor-management partnership.
We need to build on this foundation of joint benchmarking and assessment, not ig-
nore it.

—We renew our offer to form a Joint Redesign Committee with Department man-
agement on an emergency basis, and to support its work by building up a
Labor-Management Committee for the entire department as a whole and for
particular Administrations within DPW, as appropriate.

The only major reference to unions and collective bargaining in the Task 2 report
is the recommendation that FOMA should ‘‘seek changes in labor agreements in
areas affecting productivity,’’ even though the specific practices they propose to
change ironically originated with DPW management.

DPW management should work with the union leadership to develop agreement
on collective bargaining provisions on all issues that fall under the bargaining man-
date.

Unions must not be viewed in negative terms as obstacles to productivity improve-
ments. Unions can play a positive role.
Principle 2. Empower employees and treat them with respect

Empowering front-line workers as a means toward more effective service delivery
at DPW is suggested by a number of specific proposals, but it is never really identi-
fied as an important step in its own right.

The report refers to the need to remedy excessive layers of management, high su-
pervisor/staff ratios, and costly (and ineffective) micro-management of workforce ac-
tivities. Yet the other side of the equation—allowing empowered and properly
trained workers the authority to direct their own work within a larger structure of
high performance operations—remains unstated.

—Reforming procurement and management practices so that workers can success-
fully do their jobs (e.g., by having replacement parts readily accessible for vehi-
cle repair) should be matched by high participation, high empowerment rede-
sign of work processes and teams so that that the Department’s work can be
done most effectively.

The views of DPW employees were not solicited or meaningfully valued in the con-
sultant’s process of assessing current practices or developing their recommendations
for reforms.

—DPW workers and their unions would like to see future reforms implemented
in ways that do empower them to do the best jobs they can, based on the design
of the new work organizations and the training and resources that are available
for employees to provide quality services on a cost-effective basis.

We believe that the success of the reform process at DPW depends on the active
participation of the front-line workforce in the assessment and redesign process.
Top-down reforms coming from senior managers or consultants without worker and
union participation is, as spelled out throughout this report, unlikely to succeed.
Principle 3. Improve management accountability

MTPI has made several proposals that have merit for improving management sys-
tems and planning. We would, however, suggest important improvements for those
proposals.
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MTPI proposes creating a ‘‘DPW Management Committee,’’ including ‘‘business
and civic leaders’’, to provide counsel to the process of determining areas of service
improvement.

—Labor leaders representing the DPW workforce should participate as internal
members of this committee, and city-wide labor officials should serve on it as
external members.

Creating geographically based service districts for street repair; tree maintenance,
garbage collection and street cleaning can create closer ties between the DPW work-
force and the residents they serve. Many questions need to be addressed for such
a reform to be fully effective.

—The city will need to assure that it works with workers and their unions from
the outset to coordinate the collective bargaining implications of such a consoli-
dation of service delivery, especially as workers from different jurisdictions
would work together on a single project or under a single supervisor.

—The consultant’s proposal to integrate DPW service delivery districts should
mirror the seven police precincts appear to move in the wrong direction for in-
creasing the effectiveness of DC government. It would be preferable if multi-
purpose geographic service districts followed the boundaries of the eight City
Council wards. This would strengthen lines of accountability between DC citi-
zens and their elected local representatives. It would ultimately make city gov-
ernment more responsive to citizen needs.

The proposed centralization/integration of facilities management functions now
spread among several agencies as well as the proposed upgrading of motor vehicle
fleet management and maintenance functions pose similar questions in terms of the
nature of the new work systems.

—The City has an opportunity to work with its workers and their unions in
FOMA, DECA, DES and in Fleet Management to design high participation,
high learning, high performance work systems that will provide excellent cus-
tomer service in highly efficient operations.

—Identification of ‘‘best practice’’ cities, counties and states for benchmarking
analysis should be done on a joint basis. Selection of cases as ‘‘best practices’’
that are built around massive and uncritical contracting out do not qualify as
best practices in the eyes of this city’s workforce.

Finally, the huge resource shortfall in transportation services and other areas of
DPW responsibility is recognized by MTPI, but recognition is not enough. The re-
source issue must be directly addressed. Suburban Maryland jurisdictions are
spending $27,181 per lane mile of street on maintenance, while DC tries to struggle
by with $5,289 per lane mile—less than one-fifth as much. DC’s pothole repair crew
has fallen from well over 100 staff to 22 workers, but DC’s tens of thousands of
lane-miles of streets have not been reduced. The city’s more than 100,000 trees are
now maintained by a staff of only 25—about one-fifth the number in 1990.

—Adequate resources must be appropriated to carry out these functions. In-
creased efficiencies alone can not close these huge resource shortfalls.

—Contracting out positions as employees retire or quit does not necessarily assure
more cost-effective services. DC employees—in properly structured systems with
professional management—can provide better quality at lower cost than outside
contractors.

Principle 4. Improve performance management
As in other parts of DC government, the personnel system is in disarray. In most

parts of DPW it is perceived by our members as unfair, arbitrary, and grossly ineffi-
cient. The dysfunctional hiring and promotion functions directly undermine morale
and affect motivation and performance. AFGE has addressed these issues in our re-
sponse to the city-wide personnel function report (below).

—For DPW, achieving a fair, objective and productivity-oriented set of personnel
practices is critical.

We agree that setting goals for service improvement is important for groups with-
in DPW (from Administrations to work teams) as well as for individuals. But we
feel that we have important knowledge that needs to be part of the process for set-
ting those goals.

—The determination of service improvement goals and the measurements that
can best gauge our progress in meeting them should be taken up as joint rede-
sign initiatives between the affected agencies and the unions representing their
employees.
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Principle 5. Improve the rewards system and allow the bargaining process to work
The scope and direction of changes outlined in the consultants’ management re-

form recommendations open the doors for collective bargaining to address issues of
changing jobs and their responsibilities.

—DPW and the city should move early toward negotiating with AFGE and the
other unions to facilitate the smoothest possible implementation of the agreed
reforms. (Again, the reforms are only likely to succeed if they are approached
through joint design programs between the departments and the unions rep-
resenting their workforces.)

Creating positive incentives for effective service delivery may be a set of innova-
tions that DPW and its unions can usefully address through bargained innovations
in the reward system. Many work groups or teams in DPW have production and
quality targets that could be effectively measured through performance metrics that
are jointly evaluated, selected, and implemented.

—Groups that meet or exceed targets in cutting costs, improving quality, or cut-
ting response times may be suitable candidates for increased bargained finan-
cial rewards, so that innovative workers can share the benefits enjoyed by their
service customers and the city’s taxpayers.

Principle 6. Flatten and modernize the management hierarchy
A flatter, more modern management hierarchy is a clearly stated objective in

many of MTPI’s proposed reform projects. The full potential value of these changes
in modernizing how work is organized for managers is accompanied by matching
changes in modernizing how work is organized for front-line workers, how their jobs
are defined, and how their skills are developed for these new jobs.

The benchmarks of best practice indicate that effective reforms should lead not
only to high quality, cost effective customer service, but also to front-line service
jobs that are more secure, more autonomous, more challenging, more rewarding and
ultimately more enjoyable.

—The jobs and work organizations that will work best for DC are those that com-
bine high workforce participation, high skill, and continuous learning with op-
portunities for advancement and broader responsibilities with greater auton-
omy. AFGE is eager to work with DPW to create this parallel evolution of high
performance service delivery and high performance jobs.

Principle 7. Support the development and use of skill in the workplace
Developing and implementing new skills for new systems with new job respon-

sibilities will be a critical success factor for reforms at DPW.
Achieving the goals of a well structured, responsive training system that supports

high performance work systems will require important investments and a top-to-bot-
tom restructuring of existing training systems. Like other DC agencies, DPW starts
with major training and related system deficits. Training has not been widely used
over the years to promote training and skill development programs for front-line
workers. Most training has gone to managers, and even the little bits of training
available for service delivery workers have been early casualties of cost-cutting ini-
tiatives in the 1990’s.

MTPI has concentrated their training recommendations on building up the skill
of management personnel. We agree that upgraded and more consistent manage-
ment capabilities are sorely needed in DPW. But the success of the organization
does not depend on the skills of management personnel alone.

—As organizations and jobs are redesigned, skill gaps should be identified and ad-
dressed so that DPW front-line workers as well as managers can have the tools
to excel in their job of providing excellent service to DC residents.

—Training should be available for all DPW employees on both technical skills and
quality or ‘‘people’’ skills for the upgraded and reorganized systems.

—A joint labor-management skill development working group should be instituted
to assist in designing training systems and continuous learning systems for the
workplace.

Principle 8. Create excellence in customer service
The consultants’ assessments and reform recommendations can be a step in the

right direction toward service excellence, but the city will only reach its goals if ad-
ditional steps are taken by management and labor together, and if the direction of
those steps is worked out among the stakeholders.

Building joint labor-management design teams for DPW (as at other DC agencies)
is the foundation upon which the elements of high quality, cost-effective customer
service can be assembled and developed. We are ready, willing, and able to work
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with management at DPW to achieve these goals that will benefit the city, its citi-
zens, and its work force.

DEPARTMENT OF HEALTH AFGE LOCALS 383, 2725, 2978

The Department of Health is a part of DC government that has already begun
to turn itself around in late 1997. The assessment and recommendations by the out-
side consulting firm, University Research Corporation (URC) appears relatively well
balanced. What is missing from their recommendations is what was also lacking in
their methodology: recognition (by management and by URC) of the positive role of
a labor-management partnership in achieving high quality, cost effective health
services for the District.

URC is one of the few consultants hired in the Management Reform process to
declare participation to be an important part of their methodology. Their framework
for design and implementation of reforms is a variety of Total Quality Management
(TQM) that emphasizes continuous quality improvement. They present their ap-
proach as based on participation and customer orientation (including front-line
workers), the use of objective data, a process or systems focus, and a team approach
(p 7). Their concept of participation, however, seems to have been developed in non-
union settings, since URC made no effort to establish a dialogue with the union
leadership.

Unfortunately, our information indicates that actual ‘‘employee participation’’ in
the URC processes for conducting the assessment and developing recommendations
was heavily tilted toward managers and senior professional staff. The vast majority
of front-line workers had little or no contact with the consultants. The local union
leadership per se was not contacted by URC, and their report does not reflect any
awareness of the legally required role of collective bargaining in making changes in
the terms and conditions of employment.

—The members and leadership of AFGE at the Department of Health want to
work with the Department’s management in a Joint Redesign Team to create
a set of mutually agreed reforms and then to implement them with employee
ownership and enthusiasm for the reform process. We have a lot of work to do,
but we think the Joint Design Team would be a very positive step toward creat-
ing a reform process that can fully succeed. The workforce at DOH has a lot
to contribute and can help design and implement reforms that will work for
city’s residents and visitors as well as for the staff at the Department of Health.

—More generally, we propose setting up a general DOH Labor-Management Com-
mittee to address the wider range of ongoing planning and problem solving
issues that exist now alongside the reform effort and will continue to exist in
the years to come.

EVALUATION OF REFORM RECOMMENDATIONS AGAINST AFGE’S SERVICE EXCELLENCE
PRINCIPLES

The front-line workers and AFGE local unions at DOH have evaluated the URC
assessment and reform proposals against AFGE’s eight principles of Service Excel-
lence. We have reached the following conclusions:
Principle 1. Strengthen collective bargaining to make the reform process effective

The participatory process that URC claims to follow needs to be extended, within
a union-represented workforce, to include union and front-line worker participation
and collective bargaining. The consultant’s report hardly acknowledges the existence
of the union and the contract at all. It discusses strategic planning, changes in orga-
nizational structure and job descriptions, training, personnel evaluation systems,
and other fundamental issues without noting the benefits from union participation
in shaping the proposed changes and the change process. The legal requirements
for collective bargaining are not mentioned.

The new senior management team at DOH has begun to recognize the advantages
of working with the union and the workforce, rather than ignoring us. Contacts and
communications with the new Director and other senior managers have been im-
proving in recent months, starting from a very low point. A training session for
managers on the union contract was scheduled for October 1997, to increase man-
ager awareness of contract provisions and procedures (although no union represent-
atives were invited to speak or participate). In general we think the labor-manage-
ment relationship with the new management team is beginning to move in the right
direction.

—We extend our call for the creation of a labor-management Joint Redesign Team
to assure full labor input into the reform process at DOH on an intensive, emer-
gency basis.
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—A broader DOH Labor-Management Committee, established to deal with the full
range of ongoing organizational and operational issues, can provide important
support to the proposed Joint Redesign Team in studying problems and develop-
ing innovative solutions that lead toward a more effective ways to fulfill the De-
partment’s mission. With the training and facilitation support advocated by
AFGE for Labor-Management Committees throughout the city, we believe that
these processes can be highly effective in strengthening the Department of
Health and its divisions.

Principle 2. Empower employees and treat them with respect
The URC proposals recognize many positive qualities of the DOH workforce.

Many of their proposals call for creation of cross-functional teams that can operate
with considerable self-direction. These are positive steps.

Yet the URC methodology in practice heavily tilted its participative thrust heavily
toward managers and senior personnel. To date they have virtually ignored the
union. When front-line employees participated in a focus group or meeting, they
were mixed in with supervisors and other managers, thus inhibiting candor and lim-
iting full expression of concerns and suggestions.

—We believe that many of the URC reform proposals can be extended to generate
work systems that genuinely empower workers, but that will happen realisti-
cally and properly only through a new element of labor participation.

—To be meaningfully empowered, employees will need the tools to do their jobs—
training, computers and information system technologies, effective telephone
systems, and fair personnel systems based on objective facts, not personal favor-
itism. The full access of front-line workers to these tools needs to be clarified
and confirmed by URC and DOH management.

Principle 3. Improve management accountability
The URC recommendations strongly emphasize strategic planning as a way of

clarifying agency goals and objectives and determining appropriate metrics and
benchmarks to track the extent to which they are being achieved. They also suggest
‘‘staff participation’’ in the strategic planning process.

—Union involvement in the strategic planning process can help assure that the
views and knowledge of front-line workers are fully represented in the strategic
planning process.

Principle 4. Improve performance management
The broad, integrating perspective of the URC assessment and recommendations

on this issue again needs to more fully include front-line workers. The starting point
for improved performance management is developing realistic job descriptions with
responsibilities and evaluation criteria objectively and accurately spelled out.

Revising the personnel system to eliminate personal favoritism, cronyism, and the
predominance of subjective factors is one of the most fundamental changes needed
at DOH (and elsewhere in DC government). Virtually all employees are demoralized
by a system that seems to be systematically disconnected from both fairness and
from advancing the service goals of the Department.

—Postings for new job openings need to be visible, and the criteria for selection
clearly spelled out.

—The performance evaluation criteria for each job should be logically matched to
requirements for achieving agency missions. They should be determined in con-
sultation between managers and the union.

—The performance evaluation process should be carried out on a more com-
prehensive and objective basis than it is now, with co-workers and multiple su-
pervisors offering their assessments, perhaps along with internal and external
customers.
—These more comprehensive performance evaluations should be available for

supervisory as well as nonsupervisory staff. Front-line employees, as internal
customers of supervisors, can provide uniquely valuable in evaluating super-
visors’ skills.

The objective of continuous improvements in performance should provide opportu-
nities for employees at all levels to contribute ideas and innovations for improved
services and processes:

—Opportunities should be provided for employees to make suggestions for improv-
ing the implementation of their various assignments

Principle 5. Improve the rewards system and allow the bargaining process to work
The existing system of financial bonuses for outstanding performance is perceived

as compromised by a lack of objectivity and fairness. As in other aspects of the per-
sonnel system, personal favoritism and personal relationships often appear to pre-
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6 The Price Waterhouse Task 2 report inaccurately indicates a cut from 600 employees to 164.

dominate over outstanding effort and performance that advances system efficiency
and customer service.

—DOH employees are interested in exploring team-based and division based re-
wards for outstanding effort and performance as a supplement or alternative to
individual awards. Performance changes that improve efficiency, cut costs, or
improve quality are more often generated by work groups than by individuals.

—Individual employees who perform outstanding work should be fairly and con-
sistently rewarded.

—Employees who do the work of positions above their pay grade should be fairly
compensated according to the work they are doing.

—Simple recognition of outstanding employee efforts can do a lot to improve mo-
rale. A spectrum of positive recognition and rewards should be available to all
employees.

Principle 6. Flatten and modernize the management hierarchy
The URC recommendations recognize the advantages of flatter management hier-

archies to replace unresponsive command and control bureaucracies.
Beyond simply ‘‘flatter’’ management, the operational goal of management should

be to support an empowered workforce, to lead in shaping mission goals, metrics
and milestones and in mobilizing the participation and initiative of all employees.
We perceive the URC assessment and recommendations as consistently falling short
in these aspects of modernizing the flattened management hierarchy so that it sup-
ports, empowers, and energizes a fully engaged work force.
Principle 7. Support the development and use of skill in the workplace

The URC recommendations extensively address development of advanced organi-
zational skills for managers. This is important to move DOH forward.

It is equally important that non-supervisory employees increase their skill levels
to move the Department forward as far and as quickly as possible. This means more
than just narrow technical skills for operating new computers, software and commu-
nications systems.

—High performance skills for non-supervisory employees require skills for team
operations, problem solving, quality metrics and continuous improvement,
among others. Training for DOH personnel should be provided for these high
performance skill sets.

—As jobs are redesigned and roles and responsibilities clarified, all employees
should be able to assess their current skills objectively against the new skill re-
quirements of their jobs. Individual training plans should be developed for each
employee to raise skills to the levels required in the redesigned organization.

Principle 8. Create excellence in customer service
The combination of all these changes should be focused on the goal of increasing

excellence in customer service. It is only by mobilizing the knowledge, intelligence,
insight and creativity of all employees that the Department of Health will be able
to move all of its services toward service excellence.

DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT AFGE LOCAL 2725

The Department of Housing and Community Development has been the single
most battered program in DC government. Since 1990 employment has been cut by
65 percent, from 469 to 164,6 while the agency’s mission and responsibilities have
remained basically unreduced. We, the agency’s front-line employees have sadly wit-
nessed a decline at DHCD, from being nationally recognized for innovative and pro-
ductive programs during the 1980’s to being generally described as dysfunctional in
1997. The workforce and local union see the principal causes of this decline in re-
peated changes in top management and ineffective management programs, prac-
tices, equipment and systems, and improperly trained management personnel.

In spite of the demoralizing impact of deep RlF’s, outmoded technologies and sys-
tems, and ineffective management practices, the Department’s front-line employees
still stand ready to work proactively with top management in redesigning and up-
grading DHCD toward the union’s goal of Service Excellence. Ironically, we feel we
also have had to overcome an outside consultant organization, Price Waterhouse.
Price Waterhouse (PW) has developed its assessment and reform recommendations
over the past three months as if the workforce and union were principal barriers—
not essential enablers and partners—to restoring this agency to quality, efficient
service.
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Price Waterhouse has shown a unique disregard for the workforce, unique even
within the range of the consultant organizations hired by the Authority to assess
DC agencies and functions. Price Waterhouse is the only consultant to propose still
deeper job cutbacks as part of their proposed solutions, in spite of the depth of job
cuts already experienced at DHCD. (We estimate, probably conservatively, that
their proposals would eliminate or replace 50 of the remaining 164 jobs, for a fur-
ther 30.5 percent cut on top of the 65.3 percent cutbacks made earlier in the 1990’s.)
They further recommend firing still other additional agency staff and allowing them
to ‘‘compete’’ with outside applicants for their existing jobs. This is also unique
among the recommendations from the consultants in the Management Reform proc-
ess.

The insensitivity to workforce issues evident in their extreme recommendations
is also reflected in their PW’s methodology: they met with the union leadership only
once, and then only after the union had requested a meeting. Contrary to accepted
practice in labor-management consulting and research, they mixed front-line em-
ployees and supervisors in their focus group meetings, hampering the candor of the
nonsupervisory employees in their only opportunity to put forward their concerns
and suggestions for improvement.

EVALUATION OF REFORM RECOMMENDATIONS AGAINST AFGE’S SERVICE EXCELLENCE
PRINCIPLES

With this backdrop, it is not surprising to find that PW’s recommendations gen-
erally fail to meet the standards of AFGE’s eight Service Excellence principles.
Principle 1. Strengthen collective bargaining to make the reform process effective

The PW report fails to recognize the union and collective bargaining as resources
that can make the reform process effective. In spite of the union’s effort to reach
out to the PW team, the consultants did not follow up on the union’s offer to assist.
There are no references to the union in the report as a potential partner in the proc-
ess of redesign or implementation of reform strategies. Perhaps accurately in the
context of this report, it principally mentions the union as an expected source of re-
sistance to recommendations such as firing workers and making them compete with
outside applicants for their own jobs (p 41).

The consultants’ rejection of the union’s offer of active engagement in the assess-
ment process and in developing reform recommendations, noted above, seems to
show that the PW team’s aversion to unions is more than incidental. Their approach
contrasts poorly with the best practice benchmarks in city government around the
country that consistently show a strong role for working labor-management partner-
ships in designing and implementing reforms.

—AFGE strongly recommends creation of a Labor-Management Redesign Team
for the Department of Housing and Community Development. Through this re-
design team union leaders and members would work with managers to shape
reforms that will move the Department toward excellence by building on the
knowledge and insight of the DHCD workforce.

—This effort to lead reform via a Labor-Management Redesign Team at DHCD
should be a principal effort of a department-wide Labor-Management Commit-
tee that should be set up as part of a city-wide initiative to develop a productive
dialogue between managers and the workforce on a wider range of issues.

Principle 2. Empower employees and treat them with respect
Empowering employees and treating them with respect is essential both to a suc-

cessful reform process and to future operations characterized by consistent quality
and cost effectiveness. The PW process and recommendations fail decisively on both
of these fronts.

We agree with the fundamental insight of W. Edwards Deming that quality prob-
lems are 90 percent due to management systems and practices rather than to short-
comings of the workers. The PW report may not have the candor to frankly blame
the workers in so many words. Yet their recommendations for cutting jobs another
30 percent or more, transferring major functions to other departments of DC govern-
ment, and potentially outsourcing additional basic program responsibilities hardly
reflect a desire for empowerment or any sense of respect for employees.

A high performance DHCD based on high workforce participation and continuous
learning is not a goal in the PW report. Their vision is rather one of a more effi-
cient, somewhat modernized Tayloristic bureaucracy. Yes, they do want to see im-
proved strategic planning (but at the top only) and more consistent personnel and
program practices (but designed without workforce input), even positive financial in-
centives (again designed exclusively top-down by consultants and managers).
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What is not mentioned is instructive: not continuous improvement in agency proc-
esses arising from insights and innovations of front-line workers; not continuous
learning built into redesigned jobs, opening the way for quality improvements and
for skill-based career ladders; nor team-based operations with cross-training and
workforce-based problem solving. There seems to be little recognition that DHCD
management now attempts to regulate the work of the staff with an outmoded au-
thoritarian management style, which results in counterproductive bureaucratization
and disharmony in the workplace. The basic idea that we, the workforce, are the
backbone of a successful Department, or that workers are our most important re-
source, finds no place in this report.

—Reorganization with skill development is a superior strategy compared to firings
and contracting out. In spite of ample budgets available for training as part of
federal housing programs administered by DHCD, skill development training
for front-line workers has been virtually nonexistent in recent years. Instead of
further layoffs, contracting out, and forcing employees to reapply for their own
jobs, DHCD should develop skill requirements profiles for the jobs in the jointly
redesigned agency. Based on an objective assessment of existing skill levels of
each employee compared to the skill requirements of their jobs, individual skill
development plans should be developed for each employee and appropriate
training started immediately to close identified skill gaps.

As in other DC agencies, policies and procedures for hiring and promotions seem
to have been replaced by decisions reflecting personal relationships with managers
rather than objective assessments of qualifications and skills. The prevalence of per-
sonal favoritism undermines agency morale and impedes efficiency.

—Personnel policies and procedures should be developed in consultation with the
union to implement objective; job-related criteria that can are factually—not
subjectively—determined in every case. This can be done for DHCD as part of
the overhaul of the city-wide Personnel functions.

—Establishing a new direction in the department will depend on energizing and
empowering staff to overcome technical, bureaucratic, and resource barriers to
improve people’s lives. That can best be accomplished if the organization devel-
ops and implements its strategy through cultivation of trusting relationship
within the Department.

Principle 3. Improve management accountability
We generally agree with the PW recommendations for more systematic strategic

planning for and within the department, but see this as being most effective only
when the workforce has a recognized, validated role in the process of strategic plan-
ning.

—The staff and union should be involved in the strategic planning process of es-
tablishing organizational goals, selecting near-term objectives, and determining
the performance metrics for tracking progress toward meeting those goals and
objectives. Wherever feasible this planning process should draw on the knowl-
edge of the workforce and the new capabilities of the proposed DHCD Labor-
Management Committee.

It is also important that the Department have strong, stable management leader-
ship, willing and able to make a commitment to the staff and city. The succession
of directors in the 1990’s has contributed to a lack of consistent strategic direction.

Principle 4. Improve performance management
The Department’s existing negative performance management system, focused on

identifying and attempting to punish individuals for non-performance, needs to be
replaced by a system that positively identifies performance goals and comprehen-
sively supports the staff in working to achieve them.

Upgrading technical systems—new telephone and computer systems hardware,
software, and practices—is necessary, though PW’s description of present systems
has important inaccuracies. Redesigning agency, program and staff functions can
also be positive, but it is much more likely to succeed if the knowledgeable and con-
cerned staff are involved in the redesign process.

—Participation by front-line workers and the union in an redesign team and fol-
low-on implementation teams throughout the Department is essential if workers
are to feel ownership of new system goals and objectives and of the correspond-
ing performance objectives and evaluation criteria for individual jobs. If an at-
tempt is made to impose from the top, without recognizing the knowledge and
concerns of the workforce, they are unlikely to succeed or be implemented
quickly.
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—Agency and program goals, objectives, and evaluation criteria should be closely
aligned with the agreed goals, objectives and evaluation criteria for individual
jobs and functions.

—Individual staff members should develop individual professional development
plans to help identify areas where improvements are needed and to support
them in achieving excellence in meeting those objectives.

—The Department’s joint redesign team should consider the idea of evaluating job
performance on a ‘‘360 degree’’ basis—where supervisors, peers, and customers
(internal and external) contribute to developing an objective and complete pic-
ture of job performance for each employee. This process can be positive both for
front-line workers and for supervisors and even senior managers in helping to
develop a culture of continuous improvement.

—Where shortfalls are identified in skills or performance, employees should be
given the tools for positive improvement through real access to meaningful
training programs to upgrade their individual skills and abilities.

—Threats of firing and contracting out must end for employee morale to be re-
stored and for reforms to move forward effectively.

Principle 5. Improve the rewards system and allow the bargaining process to work
Performance-related financial rewards and non-financial recognition can be impor-

tant as part of a broader system of positive incentives for service excellence. As ad-
dressed as part of AFGE’s response to the recommendations for the city-wide per-
sonnel system, the union is open to discussing and negotiating such a system. At
DHCD the local union is ready to work with a proactive management to fine-tune
the implementation of such a system.

Everyone should understand, however, that the city and agencies can not unilat-
erally design and impose a new compensation system—as apparently suggested by
Price Waterhouse (p 61, section 6). Relying on legislation imposed on the District
will not be any more effective. The city-wide collective bargaining agreement signed
in 1997 puts some of these questions before a Labor-Management Committee.
Principle 6. Flatten and modernize the management hierarchy

High performance management is a natural component of high performance work
systems and front-line jobs. Unfortunately the PW report does not identify the need
to reduce layers of management or to modernize management functions into coaches
and resources for empowered workplace teams.

Management functions within DHCD are in urgent need of reorganization and re-
orientation toward supporting front-line employees in doing the work of the agency
and away from command-and-control and punishment.

—The culture, structures and functions of managers at DHCD needs to embody
the principles of empowering and respecting workers and supporting them as
they strive to carry out the agency’s mission.

Principle 7. Support the development and use of skill in the workplace
Skill-based operations are an important source of increased productivity and qual-

ity in many kinds of organizations. Unfortunately skill development has not been
a priority within DHCD in recent years. Training funds are available as part of the
federal programs administered by the Department, but few training opportunities
have been made available to front-line employees. The PW report focuses on a lack
of computer skills without noting that many employees received their first comput-
ers only last year. Almost none of them have received training in computers or the
software they should or could be using to help them do their jobs more effectively.

—The PW report prefers firing and outsourcing rather than skill development as
an organizational strategy. We believe that continuing training and skill devel-
opment is a necessary part of a high performing organization at DHCD. Em-
ployees want to develop their skills, and want to be able to apply those skills
in their work.

—The skills and competencies needed at the Department encompass far more
than the technical computer skills mentioned by Price Waterhouse. Quality sys-
tems, customer relations, financial analysis, and overviews of federal and state/
local housing and economic development programs are all needed.

Principle 8. Create excellence in customer service
We, the workers of the Department of Housing and Community Development and

our AFGE Local Union, are committed to creating a system that can consistently
deliver service excellence for the city and for the low and moderate income residents
we are charged to serve. We are ready to work with managers who are willing to
work with us.
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7 Coopers & Lybrand, November 1997, p. 12.

We believe that the anti-worker approach of Price Waterhouse, which falls outside
the spectrum of all the other consultant reports, can not provide an adequate foun-
dation for reform of DHCD. We restate our desire to work with management in
shaping the reform process through a Joint Redesign Committee. We would welcome
an opportunity to move forward on a path to meaningful reform, starting with basic
principles of mutual respect.

CITY-WIDE FUNCTIONS

The Authority has hired outside consulting firms to examine four city-wide func-
tions through assessments and developing recommendations for reform. Of these
four areas—personnel management systems, procurement, budgeting, and informa-
tion systems—we feel that the personnel management has the most direct impact
on how work is done and services delivered in the city. We have focused our com-
ments on this one city-wide function.

THE PERSONNEL MANAGEMENT FUNCTION

The Authority retained Coopers & Lybrand to conduct an examination of the
present services and delivery methods of the Personnel Management Function of the
DC Government. The consultants’ assessed information from a wide variety of
sources, and spoke with many people within the DCOP and city agencies. However,
the consultants appear to have made no effort to involve the union in the study
process or in the development of their recommendations in any formal or informal
way.

As is often the case when organizational assessments are undertaken by external
consultants facing time constraints, there are selected errors, overly broad state-
ments and glaring omissions, interspersed with accurate analysis and supportable
conclusions. The next section is an overview of AFGE’s evaluation of the consult-
ant’s report against our Service Excellence principles. This section is followed by our
response to key recommendations. Embedded in these comments are our suggested
alternatives to recommendations we believe can not, or will not work given the
legal, financial, political or cultural constrains facing the city.

AFGE SERVICE EXCELLENCE PRINCIPLES AND THE PERSONNEL CONSULTANT REPORT

Principle 1. Strengthen Collective Bargaining to Make Reforms Effective
Both the findings and recommendations are devoid of substantive knowledge of

the legal and practical obligations of employer to employees and their elected union
in a unionized work setting. In the hundreds of pages that make up both reports:
the assessment and recommendations, the word ‘‘union’’ appears a total of three
times. Each time the union is referred to as obstacle to change or good management
rather than as the legitimate voice for workers interests and concerns within the
organization.

The collective bargaining agreement, the superseding source of personnel rules
and regulations in a unionized setting, appears on a list of documents that the con-
sultant reviewed during the assessment process. The labor-management contract is
not referred to at all within the recommendations or work plan. The contract is im-
pacted by many of the consultant’s recommendations, yet the consultants do not
even mention the city’s need to negotiate any of their proposed changes.

Although the city has a legal obligation to bargain many of these matters with
the union, the city may also want to consider a negotiated approach to implement-
ing the consultant’s recommendations (as modified through stakeholder involve-
ment), if only for the sake of expediency and effectiveness. Coopers and Lybrand in
their recommendations note this need, if only indirectly:

‘‘Beyond issues of coordination and cooperation with other functions and Agencies,
a major concern regarding the ability of DCOP to implement many of these improve-
ment projects is District culture: will the District employees be able to not only sup-
port, but embrace, the changes facing it? Change is not easy for most organizations,
and the District is being asked to implement widespread and deep reaching
changes. This will require concentrated effort and ongoing monitoring.7

Collective bargaining is a process whereby employers work with their employees
and their representatives to provide for an equitable distribution of resources and
create a safe and just work environment. Through bargaining the parties determine
the rules of the game and devise problem-solving mechanisms to assist in resolving
issues and disputes. Without collective bargaining, workers have no legitimate
rights to a say in their workplace, and are less likely to trust that the rules govern-
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ing the workplace also take their best interest into consideration. Without an effec-
tive voice, workers have no reason to support or embrace change, for they will have
no real impact in shaping the change, and no influence over how and whether the
change is actually institutionalized.

The legal problems raised by ignoring the requirements of collective bargaining
are equally fundamental. Substantive changes to the personnel issues—like the
compensation system, the classification system, overtime formulas, environmental
differentials, performance management measures and processes, recruitment and
promotions—are all subjects of collective bargaining. The consultants may be un-
aware of the city’s obligation to negotiate any change in these areas with the union,
but AFGE is not, nor are city officials. As a simple legal matter, implementing the
consultant’s recommendations through the strategies suggested by the consultants
will expose the city to very well grounded unfair labor practice charges. In practice
and in the minds and lives of DC employees, ignoring these bargained provisions
and moving to over-ride them without further collective bargaining with the employ-
ees and their unions is unlikely to have any positive result.

—Collective bargaining works if the parties abide by the rules of engagement set
forth in labor relations laws. AFGE strongly advocates that the city do the right
thing and engage the city unions in negotiations over many of the proposed
changes recommended in this report.

—We recommend that the personnel function be addressed early in the proposed
city-wide Joint Redesign Team. The city’s Labor-Management Committee should
monitor the progress of personnel function reforms over time and propose addi-
tional reforms or adjustments every six months. Success in this particular re-
form effort is critical to the overall effort for the city as a whole and for each
of the departments.

Principle 2. Empower Employees and Treat Them with Respect
Our questions regarding the report’s assessment against the Service Excellence

principle of empowerment are twofold:
—Are employees empowered by change?
—Are employees empowered in the change process?
In assessing whether the recommendations empower employees, we will assess

whether or not a proposed change will provide employees with the information, re-
sources or tools they need to take responsibility for their development, careers and
benefits within the city. We also look to see whether the recommendations provide
managers with the tools they need to support employees in these objectives. A key
priority for AFGE is to ensure that we minimize the amount of variation in the way
rules, regulations, and benefits are interpreted and applied throughout the city. If
we can create a situation where everyone has the same information, everyone plays
by the same rules, and everyone is evaluated through the same system and on same
types of measures, then we will have created a situation where employees all who
wish to advance in skill and recognition will have support in achieving their goals.

Several recommendations, especially some related those related to providing em-
ployees with information they need to plan their careers will help to empower em-
ployees within key personnel processes. Other recommendations, to the contrary,
may in fact serve to minimize the employees role in building a career within the
city.

In order to assess whether employees are empowered in the change process we
look at whether employees are provided a voice in designing and implementing
changes to the personnel system. The report does not spell out a specific role for
employees or for unions in the change process. Therefore we must conclude that the
recommendations do little to empower employees in the change process.

—If front-line workers can not create an effective channel for participating in the
redesign of the personnel function through the Joint Redesign Committee and
the Labor-Management Committee, we seriously question the ability of a
change process to succeed. There must be a meaningful, structured process for
workers and their unions to contribute to the design of these changes.

Principle 3. Improve Management Accountability
The consultant recommendations could serve to increase management account-

ability throughout the city in several ways:
—A major problem the city is the ability of agency heads and mangers to work

around the current rules and regulations in promoting, classifying, and dis-
ciplining employees. The proposed reorganization recommendations related to
the centralization of the benefits, compensation, data base, policies and proce-
dures could serve to limit these current abuses. Top leaders like the Mayor and
Council would need to back this system by not supporting agency heads or man-
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agers who might attempt to circumvent the new systems and procedures once
they are in place.

—The recommended DCOP Steering Committee representing all agencies to help
set DCOP priorities and monitor its performance will help to install a system
to hold DOCP accountable to its mission and mandates. Regular labor-manage-
ment discussion on these issues is essential.

—Mandatory supervisory training would improve supervisors’ understanding of
the rules and regulations and may help to instill a value for fairness and ac-
countability within front-line management.

—Cleaning up the policies and making them easily accessible to all employees will
help to ensure that everyone is held accountable to the same set of rules.

—Recommendation related to improving position control and limiting ad hoc work
a-rounds to the classification system will limit management’s ability to play fa-
voritism in hiring, promotion and classification decisions.

—Supporting agencies in change management could help to instill a higher level
of professionalism within management and a value for consistency and fairness.
Strategies which involve workers and unions in the change process within agen-
cies will help to build relationships between labor and management. Account-
ability can also improve within the context of a strong relationship based on
mutual respect and support for common goals.

Principle 4. Improve Performance Management
The consultant’s report is weak on its proposed approach to performance manage-

ment. They advocate for a measurement-based approach to performance manage-
ment. Yet organizational performance is based on many more factors. Performance
is rooted in the nature and configuration of the work organization which includes:
the way work is organized, the roles workers play and the skills they use in the
work process, the available technology, the access to, use of, and influence over in-
formation and many more factors.

—Setting and measuring individual, team and department performance goals will
help to improve the way performance is managed. By improving the measure-
ment system, employees and managers will be clearer about their expectations
of each other, and this will have positive effects relationships, the culture and
work environment.

But in and of itself this increased clarity will not lead to change and improved
performance.

—Structural changes in work processes, roles, technologies, methods and practices
must also occur to support performance improvement.

Principle 5. Improve the Rewards System
The goals for consultant’s recommendations regarding change to the pay and clas-

sification system seems to be focused on making them efficient and consistent. For
example, the recommendations will serve to: increase position control; increase con-
trol over wages and benefits; align internal pay with the external labor market; and
align internal pay plan with consistent values and measures.

Although these goals will help to improve the pay and classification system, they
will not in and of themselves improve the reward system within the city. A greater
respect for equity must be instilled in the culture of the city.

—A system that recognizes and compensates workers for the use of skill and good
judgment must be negotiated before people will feel adequately rewarded for
their contributions to the city.

Principle 6. Flatten and Modernize the Management Hierarchy
Changes to the classification system and job design should support a flatter man-

agement hierarchy within the city, but this is not recognized as a goal in the con-
sultant report. Other than the proposals related to supervisory training and to the
change management program, we see limited potential that the proposed changes
as spelled out will lead to a more modern approach to management based in em-
ployee empowerment and improved labor-management partnerships.
Principle 7. Support the Development and Use of Skill

The proposed vision and role for the Center for Workforce Development is limited
and lacks understanding of today’s innovative workplace learning systems that em-
power employees to take charge of their own development, while they also support-
ing improvements to organizational performance.

First, the recommendations do not provide a role for employees and their unions
in the design, delivery and assessment of training. There are hundreds of best prac-
tice examples of labor-management partnerships that have improved the impact of
training on organizational and individual goals. These initiatives have developed
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rich methodologies for involving workers directly in the training process. The con-
sultants have failed to draw on these experiences in developing their recommenda-
tions. We believe the program will suffer as a result.

Second, the recommended training program is focused on narrow job related tasks
and will have limited impact on goals related to job expansion, and will do little
to support employees in developing potable skills they need to maintain employment
security in an uncertain economy.

Third, the report does not address the demand side of the skill challenge within
the city. Until and unless the city pro-actively addresses the obstacles to the use
of skill in the workplace, workers will have little motivation to invest in the develop-
ment of additional skills to improve their job performance. Workers must be empow-
ered to use the skills they have now to make job related decisions, solve operational
problems, and make improvements to the work processes they operate within. Once
a work environment that encourages innovation and learning is established, and
once workers are acknowledged for the skills they now have, then the demand for
and usefulness of in-house training will increase.

Finally, several of the training recommendations, if implemented, will serve to
compromise confidentiality, and therefore will limit employee’s motivation to make
use of the limited resources the program does provide.
Principle 8. Create Excellence in Customer Service

An effective human resources and personnel system is fundamental to creating an
organization within which excellent customer service is the goal and the norm in
practice. Some of the components are present in the C&L recommendations, but oth-
ers are missing or incomplete, as outlined above. The objective of excellent customer
service should be an important standard against which all of the proposals for the
personnel function are evaluated.

The persistent undertone of the Coopers & Lybrand reports is that employees and
their unions are a big part of the problem faced the city in its personnel manage-
ment processes—not the inefficient and outdated management system within which
we all operate. The consultants never once looked to employees and their unions as
allies in their mission to make change. We encourage the Authority to take a dif-
ferent view. We advocate for the use of collective bargaining and the labor-manage-
ment partnership to negotiate and problem solve the challenges laid out within the
consultant’s report. The following are several suggestions for how we might work
together on these issues.

SPECIFIC AFGE RESPONSES TO KEY C&L PERSONNEL FUNCTION RECOMMENDATIONS

DOCP ORGANIZATION

C&L Recommendation: Employee Relations Division
‘‘ * * * a coordinated Employee Relations function, which includes Labor Rela-

tions as part of the DCOP * * *. The Deputy Director, Employee Relations would
be responsible for the field delivery of personnel services, for both union and non-
union employees.

The Employee Relations department would include personnel specialists who
would be resident in Agencies—but these specialists would report to DCOP—to sup-
port individual Agency initiatives and priorities, yet assume central monitoring of
policy compliance.
The AFGE Alternative: The Office of Labor-Management Relations

The City should expand the Labor Relations Division to include responsibly for
collective bargaining, grievance administration and the expansion for the labor-man-
agement partnership.

The Division’s mission should be expanded to include to support of Agencies in
moving toward high performance work organizations which empower employees to
develop and use of skill in the conduct of their work.

This mission will be accomplished through the formation of Joint Redesign Com-
mittees and Labor-Management Committees within each agency. Each committee
will have at least one staff person selected by the union to assist in facilitating
workplace transformation and will help the Agency access needed information, as-
sistance and resources from the centralized personnel functions. The Committees
will develop and oversee the implementation of an agency transformation program
that respond to the consultant reports and provide workers with a greater voice in
the services they deliver.

The city will also agree not to interfere in the unions’ attempts to organize non-
union employees and will provide the union with access to discuss membership with
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non-union employees during work hours, provided such conversations do not inter-
fere with agency operations.

In return the union agrees to enter into a partnership with the city to assist in
the implementation of the consultant recommendations.
C&L Recommendation: Center for Workforce Development

‘‘ * * * we recommend * * * ongoing reviews with Agency management to assure
the training and assessment services offered meet the priorities of the Agencies. We
also recommend that DCOP completely outsource the employee testing function, and
place the interface to testing vendors under the Center for Workforce Development,
since it is closely tied to skill assessment.
The AFGE Alternative: The Labor-Management Center for Workplace Learning

We recommend the establishment of a city-wide labor-management committee to
assure the training and assessment services offered meet line priorities.

The city-wide committee will develop central programs to meet the development
needs of individual workers. The city-wide committee will also work with agency
labor management committees to develop programs to meet agency needs and that
support the transformation process within the agency.

The Center for Workplace Learning will not assume responsibility of testing until
such time the city moves to implement a classification system based on nationally
recognized skill standards. Testing for entry and promotion is different than skill
assessment in a work system that has yet to moved to a skill based organizational
structure. Testing is traditionally used as a screening mechanism where individuals
are concerned about job security or income progression. Assessment is more develop-
mental and used by individuals to set goals and guide their education. If these proc-
esses are confused, individuals will come to mistrust both. Utilization of training
will be effected.

PROCESSES AND WORK STRUCTURE

C&L Recommendation: Reengineer Personnel Processes
‘‘ * * * begin to evaluate and reengineer core personnel processes * * * the initial

process for reengineering the Recruiting Process. We recommend that in doing so,
the Recruiting Process be defined to include sourcing, and not confined to the Dis-
trict’s paper process.’’
The AFGE Alternative: Stakeholder Participation in Reengineering Personnel Proc-

esses
The initial process for reengineering the collective bargaining process. Most collec-

tive bargaining negotiations are at impasse, and those agreements that have been
reached have not been implemented because no one knows who has the authority
to do so. Two thirds of the District’s workforce is organized. That means that the
city now has no effective way to make decisions regarding the wages, benefits, and
working conditions effecting two thirds of its workforce. The city needs a vehicle to
negotiate the changes recommended by the consultants. The fixing the labor rela-
tions process must take the priority over other issues.

CLIENT SERVICE

C&L Recommendation: DCOP Steering Committee
‘‘DCOP should establish an ongoing—Steering Committee * * * to help set DCOP

priorities and monitor * * * performance.’’
The AFGE Alternative: Labor-Management Steering Committee

The labor-management steering committee, which will consist of agency and union
representatives should establish a DCOP sub-committee to help DCOP establish pri-
orities and monitor performance.

TRAINING

C&L Recommendation: Center for Workforce Development Priorities
‘‘Based on feedback from the Agency Directors and their employees, the priorities

of the Center include:
—Develop a skill assessment tool for departments that can be tied into process

redesign, job descriptions, and training
—Make supervisory training a priority
—Make supervisory training mandatory for all newly promoted * * * supervisors
—Develop a process to provide supervisor training for—supervisors who never re-

ceived training
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THE AFGE ALTERNATIVE

The priorities for the Center should include:
—The development of a labor-management infrastructure to guide the develop-

ment and delivery of training programs to front-line union members
—The development of skill assessment tools based on nationally recognized skill

standards that provide workers with portable skills and recognized expertise
—The development of recommendations for how skill standards could be used to

guide work re-organization and the development of a pay for skill compensation
system

—Improvements to supervisory training

C&L Recommendation: Additional Activities
* * * Other training needs we identified include * * * intra- and inter-team

building training.

The AFGE Alternative
Intra- and inter-team building training program will be designed and tailored to

support agency steering committees in implementing their labor-management trans-
formation plan.

COMPENSATION PHILOSOPHY

C&L Issue/Problem: Authority to implement philosophy
‘‘It is not clear who at the DC Government has the authority to implement the

Compensation Philosophy.’’

The AFGE Alternative: Collective Bargaining
If the DC compensation philosophy will be used to govern decisions regarding

union employees, then the development of that philosophy is the subject of collective
bargaining.

The Labor-Management Steering Committee should develop a recommended phi-
losophy and present their recommendations to the negotiating committees for inclu-
sion in the collective bargaining agreement. The C&L recommended philosophy
should be reviewed and considered by the Steering Committee. The Steering Com-
mittee will determine whether the recommendations are included in the final state-
ment.

JOB INFORMATION AND EVALUATION

C&L Recommendation: Market Alignment
‘‘ * * * establish what inherent characteristics within a job the City is willing to

pay for and identify the appropriate markets for comparison pay * * * construct a
flexible evaluation plan around which jobs can be classified within occupations
based on jobs, qualifications, skills and responsibilities.’’

The AFGE Alternative: Collective Bargaining
The characteristics of jobs and the value of those characteristics are mandatory

subjects of collective bargaining.
The job classification system around which jobs are classified is also a mandatory

subject of collective bargaining.

C&L Recommendation: Job Evaluation Team
‘‘* * * establish a job evaluation team consisting of * * * DCOP, payroll, finan-

cial agency personnel, and an Authority designee * * * responsible for:
—Facilitating—data gathering and exit processes
—Developing appropriate job evaluations for each classification
—Building an internal compensation database
—Gathering qualifications, skills and required responsibilities for each job’’

The AFGE Alternative: Collective Bargaining
The evaluation team, consisting of union and management representatives will

devise a new classification system that will become a part of the collective bargain-
ing agreement once complete.

C&L Recommendation: Computerized Job Evaluation System
‘‘ * * * consider a computerized job evaluation system to analyze and monitor

data collection, data analysis and recommendations processes.’’
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The AFGE Alternative: Collective Bargaining
The union-management evaluation team will consider using a computerized eval-

uation system, provided that system can be designed to weight jobs according to ne-
gotiated criteria.
C&L Recommendation: Evaluate Based on Current Job Descriptions

‘‘ * * * recommends building the data—to evaluate and classify jobs from the cur-
rent job descriptions for positions.’’
The AFGE Alternative: Evaluate Based on the Work

This recommendation makes no sense given the finding that the current job sys-
tem does not reflect how work is or should be organized. The evaluation process
should be based the work people will be required to do in transformed work sys-
tems, the skills the transformed work system will require workers use, and the
value people contribute to the work process and product.
C&L Recommendation: Consistent Approach

‘‘ * * * all jobs regardless of their union, classification, or status be evaluated in
a consistent manner which does not provide special treatment to any individual
classes of jobs.’’
The AFGE Alternative: Collective Bargaining

The manner in which union jobs are evaluated is the subject of collective bargain-
ing. If the city wishes to be consistent with the process they use to evaluate jobs,
then they will need to use the same process negotiated with the unions to evaluate
non-union jobs.

COMPENSATION PROCESS

C&L Recommendation: Redefine pay structure
‘‘ * * * the job evaluation team should—redefine the current grade, structure and

determine whether the current pay structures make sense.’’
The AFGE Alternative: Collective Bargaining

The union-management evaluation team should negotiate a new grade structure
to implement the results of the job evaluation.
C&L Recommendation: Pay for Performance

‘‘Assuming the pay for performance initiative can be carried forth, we see little
use for the mechanical pay steps within the current pay structure beyond the com-
petitive market rate.’’
The AFGE Alternative: Collective Bargaining

The job evaluation team should negotiate how workers will progress through the
new grade structure.

DCOP TECHNOLOGY

C&L Recommendation: Information Technology Task Force
As a management initiative for moving from mainframe to client-server computer

technologies.
AFGE Alternative: Information Technology Task Force

As a structured opportunity for user participation in determining functional re-
quirement, interfaces, and integrated training systems for the new computer sys-
tems.

CAPACITY FOR CHANGE

C&L Recommendation: Change Management Capability
‘‘ * * * develop an in-house change management capability to support Agencies in

the implementation of recommendations.
The AFGE Alternative

The Labor-Management Steering Committee should help the city and the union
develop internal capacity to support union-management transformation processes in
the Agencies. Training and internal consulting in strategic planning, work place
change, high performance work organizations, and labor-management partnerships
should be offered to managers, union leadership and the selected labor-management
facilitators. These leaders in turn should be supported in imparting this information
and skill to line workers and managers.
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DISTRICT OF COLUMBIA APPROPRIATIONS
FOR FISCAL YEAR 1999

WEDNESDAY, JUNE 10, 1998

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,

Washington, DC.
The subcommittee met at 2:05 p.m., in room SD–192, Dirksen

Senate Office Building, Hon. Lauch Faircloth (chairman) presiding.
Present: Senator Faircloth.

DISTRICT OF COLUMBIA

COUNCIL OF THE DISTRICT OF COLUMBIA

STATEMENT OF LINDA W. CROPP, CHAIRMAN

STATEMENT OF LAUCH FAIRCLOTH

Senator FAIRCLOTH. I thank you for being here. I am delighted
to see we have a full house of people attending and the interest in
the budget.

This afternoon marks the first hearing of the Subcommittee of
the District of Columbia concerning the budget for fiscal year 1999.
We are delighted to have with us to formally present the city’s
budget Ms. Linda Cropp, chair of the District of Columbia Council;
Mayor Marion Barry; and Dr. Andrew Brimmer, chair of the Dis-
trict of Columbia Financial Responsibility and Management Assist-
ance Authority.

HEARING ON FISCAL YEAR 1999 CONSENSUS BUDGET

I want to note and be very clear that this afternoon’s hearing is
not a hearing about the structure of the government of the District
of Columbia—it is not about the structure of the government of the
District of Columbia. That is a subject for another time, another
place. Today, we are going to focus on the District’s consensus
budget and the impact of the management reform process currently
underway.

BALANCED BUDGET

This year marks the second year in a row since the creation of
the Control Board that the Congress has been presented with a
balanced budget for the Nation’s Capital. This is not a small ac-
complishment, and it is something we can all be proud of. This is
a consensus budget, and I know that each of the officials here have
put in a lot of work and long hours to produce it. This budget of
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$5.2 billion will result in a $41 million surplus. However, the sur-
plus would have been much higher were it not for the $62 million
deficit in the budget of the public school system.

PROGRESS OF REPAIRS TO SCHOOL BUILDINGS

In addition to budget deficits, I am concerned about the progress
of repairs within the school buildings. There have been some who
have suggested that the schools will not open on time again this
fall. I want to be very clear that we cannot tolerate this again.
Now, the Congress will not tolerate this again. If something has to
be done, if people have to be moved, so be it. There is no excuse
for this failure of the schools to open year after year and no reason
for passing the buck. I hope and expect to hear concrete proposals
for opening the schools on time. While I am touching on that fiasco
we went through last year, when you could not open a school be-
cause somebody was patching a little hole in the roof, I thought it
was ridiculous then and I still do.

The budget for the District of Columbia for fiscal year 1999 will
be the second enacted by Congress since the passage of the District
of Columbia Revitalization Act, which started the management re-
form process now underway. I strongly believe the American people
are willing to make the kind of investments needed to repair this
city. I said, ‘‘the American people,’’ if it need be, because it is the
capital of the United States. All of us, all of us—the residents of
the District, the people that are serving in government and are
here as temporary residents—all of us want to see it be the crystal
city on the hill, and we are willing to do what it takes to make it
happen.

USE OF FUNDS FOR MANAGEMENT REFORM

What we all want is the kind of city that the entire Nation can
be proud of, all 280 million of us, and especially the 500,000 or
600,000 or whatever we have as residents here within the city. We
are all moving for a common goal. I find nothing in the Congress
to indicate a lack of willingness to work with the city to bring
about what we need to do to make it the kind of city we all want.
Specifically, I would like to know how funds for the management
reform in this year’s budget will be used to reshape the thinking
of the city’s bureaucracy, reduce the regulatory burdens and red
tape and make better service delivery a permanent part of city gov-
ernment. The citizens of the District of Columbia and the Nation,
as I just said, deserve no less, and we in Congress intend to work
with the city to bring it about.

Before we begin, I would like to remind all of our witnesses that
your entire statement will be made part of the record, so we ask
if you would please limit your opening statement to about 5 min-
utes. We will hear opening statements followed by questions of our
witnesses. If somebody is running a little over, we want to be gen-
erous and easy, but try to limit them to 5 minutes.

Without objection, the record will remain open until 5 p.m. on
Tuesday, June 16, if anybody wishes to submit additional testi-
mony or responses to questions. With that, I will turn to our wit-
nesses.
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Our first witness this morning is Ms. Linda Cropp, the chair of
the District of Columbia Council, who has devoted many hours to
working with the District’s leaders to produce a consensus budget.
Ms. Cropp, we welcome you, and if you will, proceed with your tes-
timony.

STATEMENT OF LINDA W. CROPP

Ms. CROPP. Thank you so very much, Senator Faircloth. Let me
say good afternoon to you. As the Senate Appropriations Sub-
committee of the District’s Chair, I am here to testify——

Senator FAIRCLOTH. Ms. Cropp, if you do not mind, the sound
system is bad. If you will, pull the mike as close as you can.

FISCAL YEAR 1999 BUDGET AND FINANCIAL PLAN

Ms. CROPP. I am here to testify—is that better—on the District’s
fiscal year 1999 operating budget and financial plan. This budget,
balanced and unanimously approved by the Council, was the result
of months of hard work, tough decisions and protracted negotia-
tions. It is no small feat that this consensus budget, bargained by
the Council with the Mayor and the Financial Authority, illustrates
the story of how District stakeholders can get together to design a
cow and not produce a camel. But, in fact, not only the cow, but
a better Washington, DC.

This $5.2 billion spending plan with tax relief, increased funding
for the schools, a $41 million accumulated deficit reduction, and
pay adjustments for city employees proves that the District’s fiscal
condition is improving, and it can now focus more on the rehabilita-
tion of service delivery. That is a very important function that
needs to be addressed. I have a copy of the Council’s committee re-
port that deals with the Budget Request Act, and I would like for
that to be made a part of the record, and we submit it as such.

Senator FAIRCLOTH. Without objection, it will be.
Ms. CROPP. Thank you.
[CLERK’S NOTE.—The copy of the Council’s committee report that

deals with the Budget Request Act is being held in the files of the
subcommittee.]

Prior to receiving the fiscal year 1999 budget in early March, the
Council had already developed its platform to achieve a budget that
is balanced and premised upon four priorities espoused by the
Council at their January retreat. The four priorities are: to improve
service delivery, to eliminate the accumulated deficit, to invest in
our work force with appropriate compensation, and to begin tax re-
lief and restructuring.

FISCAL YEAR 1997 OPERATING SURPLUS

The financial audit showed that we ended 1997 with an operat-
ing surplus of $186 million. However, I cautioned us then and I
continue to caution us, Mr. Chairman, that that is not a true sur-
plus. We still have more work to do. We must succeed because it
is the rehabilitation of our financial position which becomes the un-
derpinning for our service delivery efforts, and then these efforts
will provide the foundation for economic growth. We are adamant
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about translating this surplus into improved services and not just
letting it be something on paper for our citizens.

While you saw a $186 million plus surplus, it is not a true sur-
plus as long as our schools need fixing, as long as we have potholes
in our streets and as long as we have other services that need to
be improved. It means that we need to direct those dollars into
other areas. In addition, we anticipate $254 million available for
deficit pay down for this fiscal year.

Although the numbers are not yet final, this new-found prosper-
ity is not just because of our strong economy, but more importantly
it demonstrates how the District can get back on its feet financially
by adopting sound budgeting procedures, conducting stringent fis-
cal oversight and exerting prudent control over our spending. In
fact, the Council has taken the initiative to finance some long-term
capital projects, for example, the year 2000 compliance with operat-
ing funds, current revenue, not borrowed money.

Besides saving the District money in years to come, this action
reflects our determination that no financial good fortune will be
squandered unwisely. In this budget process, the Council and its
standing committee devoted many hours of discussion and spent
much time and effort in judiciously reviewing our agencies’ per-
formance in numerous budget and legislative hearings.

In fact, this year we held two sets of hearings. The first set of
hearings was totally based on performance to see what the agencies
were doing to make sure that there were performance measures
that could be evaluated. After reviewing and scrutinizing the agen-
cies past budget and spending pattern during the budget markup
sessions, the committees were challenged to hold the line on ex-
penditures, to make reductions or enhancements where possible
and feasible, yet enhance the budget without shortchanging our
citizens of basic services. The Council’s committees rose to that.

Thereafter, the committee of the whole proceeded to make more
revisions in order to bring the budget into balance. Be it program
enhancements for schools or young people or net reductions—and
let me reiterate the Council supported additional funding for the
schools and directed $2.3 million for youth programs—we were able
to discipline our spending by allocating some $41 million for deficit
reduction.

As you stated in your opening statement, we had hoped that it
would have been more. In fact, we had hoped we would have had
the opportunity to totally eliminate the accumulated deficit. That,
Mr. Faircloth, is no small task. I do not think any other city that
had the types of financial problems that the District had would
have been able to accomplish those goals. In most of the other cit-
ies, their debt was paid off from the very beginning. In the District
it was not. Hopefully, by the year 2000 we will totally eliminate
that.

I must also say that this was accomplished with the first surplus
coming in. I need to remind people that it was prior to the Revital-
ization Act going into effect. That was only for this year’s budget.
Prompted by this first unqualified audit or clean bill of health for
several years, the Council took steps to jumpstart the rehabilita-
tion for our city.
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PUBLIC WORKS PROJECTS

For example, we pushed for $7 million worth of public works
projects to transform our neighborhoods and enrich our living envi-
ronment because we care about houses lined up on smooth streets
sans potholes. We do not care for unsightly garbage and recycled
trash littering our curbs. We care about better community policing.
We do not care about criminals and prostitutes lurking around our
residences. We care about breathing spaces for our kids to play and
frolic in. We do not care for violence and open air drug markets.
In sum, we care about building an idyllic District of Columbia be-
cause—as one of the most overburdened taxpayers in America—we
deserve a good city.

PAY ADJUSTMENTS FOR EMPLOYEES

For the city employees who have labored to produce the surplus
and contributed directly with layoffs and benefit reductions, I am
pleased to say that we are going to invest in our work force with
pay adjustments, the first since 1994 for most of our workers.

TAX RELIEF

In this budget package, we have offered $11 million worth of tax
relief to residents and businesses and hope to encourage people to
move to the District by eliminating the motor vehicle excise tax for
new residents. However, this tax relief is just one small step in a
joint effort to resuscitate the Nation’s Capital. To recharge the Dis-
trict, we need to install a new economic engine. In other words, we
need to invest the $100 million, as promised by the President, in
the new economic initiatives.

LOCAL CHARTERED CORPORATION

More specifically, we need a locally chartered corporation to lure
more businesses into the District, to encourage economic develop-
ment and economic growth not only in the downtown areas, but in
all of our neighborhoods in the District of Columbia. We envision
a new convention center, so that the District can compete with
other cities and stop the exodus of businesses which, in turn, hurts
our hospitality industry and ourselves. Second to government, the
hospitality industry is our major economic thrust. Not to sound
trite or facetious, it has been said that other mayors and city coun-
cils are happily gobbling up Washington’s million dollar lunch be-
cause our convention center is much too small.

UPGRADE OF DETERIORATED BUILDINGS AND STREETS

We need to upgrade some of the city’s most deteriorated build-
ings and streets. We need to improve the quality of life in the Dis-
trict period. All of these needs and the ability to accomplish them
cost money. Given the present improved financial situation, this
money should be given to us so that we can transform the District
into a thriving metropolis with bright, gleaming buildings.

This goal cannot be achieved without these funds because, let’s
face it, economic development is going to be the antidote that pro-
pels this city toward fiscal veracity and physical wellness. No
doubt, we are in better economic times. But we must be prudent
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and strive to find other resources to establish an accumulated sur-
plus to cushion us against the next economic slowdown. The times
now may not continue.

What I have described in our process is akin to your budget in
the Senate. While you strive to find fiscal priorities, the Council did
likewise. While you agonize over budget reductions, the Council did
the same. While we empathize with your considerations, we im-
plore you to recognize the fact that we need more Federal funds to
help change the city. Since this request is a small line item in the
Federal budget, we beseech you to consider favorably the Federal
fund portion of our budget request as you successfully approve a
balanced budget for our Nation.

INFRASTRUCTURE NEEDS OVER $3 BILLION

Finally, we urge Congress to grant the $254 million infrastruc-
ture request. This fund is intended to support the city’s existing in-
frastructure needs of over $3 billion. This fund can further allevi-
ate our financial and structural burden so that the District can pro-
vide and perform efficiently all the State, county and local func-
tions.

Mr. Chairman, this is the budget that will move the city forward.
This is the budget to endorse because we want you, Mr. Chairman,
to join the consensus between the Mayor and the Financial Author-
ity for a better District of Columbia.

Senator Boxer had written me a note and said that she was un-
able to be here, but she wanted me to put on record an answer to
a concern that she had raised. You certainly said this was not a
hearing on this. But I do want you to be aware that governance
structure is an issue that has been in the mind of many in the Dis-
trict of Columbia. In fact, Senator Faircloth, the Council has held
a hearing on that very issue where we have had witnesses come
in, citizens of the District of Columbia, to talk to us about the dif-
ferent forms for governance structure for the District.

While there has been a debate and different views regarding the
structure of the District, there is no debate over the issue that the
changed structure should start within the citizens of the District of
Columbia and their elected officials. It is our intent to continue to
hold hearings on this very issue. We would certainly share with
you the results, the information and the dialog.

Mr. Faircloth, we would like to even submit to you for the record,
if you would like, some of the comments that have been made by
citizens of the District of Columbia at the Council’s earlier hearing
with regard to governance, governance structure. Many citizens
have thought long and hard about that. While this is a budget
hearing, it is an issue that is on the mind of many of our citizens,
and we did want to add that.

Senator FAIRCLOTH. Thank you. Were you through?
Ms. CROPP. Thank you.

PREPARED STATEMENT

I am through. We just want you to be a part of our consensus
budget process and support the budget as submitted by the Coun-
cil, the Mayor and the Financial Authority.
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[The statement follows:]

PREPARED STATEMENT OF LINDA W. CROPP

Good morning Chairman Faircloth and other members of the Senate Appropria-
tions Subcommittee on the District of Columbia. I am here to testify on the Dis-
trict’s fiscal year 1999 operating budget and financial plan.

This budget—balanced and unanimously approved by the Council—was a result
of months of hard work, tough decisions, and protracted negotiations. It is no small
feat that this consensus budget, arduously bargained by the Council with the Mayor
and the Control Board, illustrates the story of how District stakeholders can get to-
gether to design a cow and not produce a camel. This $5.2 billion spending plan—
with tax relief, increased funding for the schools, a $41 million accumulated deficit
reduction, and pay adjustments for city employees—proves that the District’s fiscal
condition is improving and it can now focus more on the rehabilitation of service
delivery.

[I’ve here a copy of the Council’s committee report on the Budget Request Act and
I would ask that it be made part of the record.]

Prior to receiving the fiscal year 1999 budget in early March, the Council had al-
ready developed its platform to achieve a budget that is balanced and premised
upon four priorities espoused by the Council at their January retreat. The four pri-
orities are:

—(i) Improve service delivery
—(ii) Eliminate the accumulated deficit
—(iii) Invest in our work force with appropriate compensation
—(iv) Begin tax relief and restructuring
The financial audit showed that we ended 1997 with an operating surplus of $186

million. However, this is not a true surplus, Mr. Chairman. We still have more work
to do. We must succeed because it is the rehabilitation of our financial position
which becomes the underpinning for our service delivery efforts and, then these ef-
forts will provide the foundation for economic growth. We are adamant about trans-
lating this surplus into improved services and not just let it be something on paper
to the citizens.

In addition, we anticipate a $254 million available for deficit pay down for this
fiscal year, although the numbers are not yet final. This new found prosperity is
not just because of our strong economy, but more important, it demonstrates how
the District can get back on its own two feet financially by adopting sound budget-
ing procedures, conducting stringent fiscal oversight, and exerting prudent control
over our spending. In fact, the Council has taken the initiative to finance some long-
term capital projects, e.g., the Year 2000 Compliance with operating funds, i.e., cur-
rent revenue, NOT borrowed money. Besides saving the District money in years to
come, this action reflects our determination that no financial good fortune will be
squandered unwisely.

In this budget process, the Council and its standing committees devoted many
hours of discussion and spent much time and effort in judiciously reviewing the
agencies’ performances in numerous budget and legislative oversight hearings. After
reviewing and scrutinizing the agencies’ past budgets and spending patterns during
the budget mark-up sessions, the committees were challenged to hold the line on
expenditures, make reductions or enhancements where possible and feasible and,
yet balance the budget without shortchanging our citizens of basic services.

Thereafter, the Committee of the Whole, under my leadership, proceeded to make
more revisions in order to bring the budget into balance. Be it program enhance-
ments for schools or young people or net reductions (and let me reiterate—the Coun-
cil supported additional funding for the schools and directed $2.3 million for youth
programs), we were able to discipline our spending by allocating some $41 million
for deficit reduction.

Prompted by this first unqualified audit or clean bill of health in several years,
the Council took steps to jump start the rehabilitation of the city. For example, we
pushed for $7 million worth of public work projects to transform our neighborhoods
and enrich our living environment BECAUSE we care about houses lined up on
smooth streets sans potholes. We don’t care for unsightly garbage and recycled trash
littering our curbs. We care about better community policing. We don’t care for
criminals and prostitutes lurking around our residences. We care about the ‘‘breath-
ing spaces’’ for our kids to play and frolic in. We don’t care for violence and open
air drug markets. In sum, we care about building an idyllic District because—as one
of the most overburdened taxpayers in America—we deserve it!

And for the city employees who had labored to produce the surplus and contrib-
uted directly with lay-offs and benefit reductions, I am pleased to say that we are
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going to invest in our work force with a pay raise, the first since 1994 for most
workers.

In this budget package, we have offered $11 million worth of tax relief to resi-
dents and businesses and hope to encourage people to move to the District by elimi-
nating the Motor Vehicle Excise tax for new residents. However, this tax relief is
just one small step in our joint effort to resuscitate the Nation’s Capital. To re-
charge the District, we need to install a new ‘‘economic’’ engine. In other words, we
need to invest the $100 million, as promised by the President, in new economic ini-
tiatives. More specifically, we need a locally-chartered corporation to lure more busi-
nesses into the District. We envision a new convention center so that the District
can compete with other cities and stop the exodus of business which, in turn, hurt
our hospitality industry and ourselves. Not to sound trite or facetious, it has been
said that other mayors and city councils are happily gobbling up Washington’s mil-
lion dollar lunch!

We need to upgrade some of the city’s most deteriorated buildings and streets. We
need to improve the quality of life in the District. PERIOD. All these needs cost
money. Given the present improved financial situation, this money should be given
to us so that we can transform the District into a throbbing metropolis with bright
gleaming buildings. And this goal cannot be achieved without these funds because,
let’s face it, economic development is going to be the antidote that propels this city
toward fiscal veracity and ‘‘physical’’ wellness. No doubt, we are in better economic
times. But we must be prudent and strive to find other resources to establish an
accumulated surplus to cushion us against the next economic slowdown.

What I have described in our process is akin to your budget process in the Senate.
While you strive to fund your priorities, the Council did likewise. While you agonize
over budget reductions, the Council endured the same. While we empathize with
your considerations, we implore you to recognize the fact that we need more federal
funds to help change this city. Since this request is a small line item in the federal
budget, we beseech you to consider favorably the federal fund portion of our budget
request as you successfully approve a balanced budget for our nation.

Finally, we urge the Congress to grant our $254 million infrastructure request.
This fund is intended to support the city’s existing infrastructure needs of over $3
billion. This fund can further alleviate our financial and structural burdens so that
the District can provide and perform efficiently all the state, county, and city func-
tions. Mr. Chairman, this is the budget that will move the city forward. This is the
budget to endorse—because we want you, Mr. Chairman, to join the consensus for
a better DC.
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OFFICE OF THE MAYOR

STATEMENT OF HON. MARION H. BARRY, JR., MAYOR

Senator FAIRCLOTH. Thank you, Ms. Cropp, and certainly I in-
tend to be. You may remain seated, if you do not mind.

Our second witness is the Hon. Marion Barry. Mayor Barry has
dedicated many, many years of service as Mayor of the District of
Columbia. Mayor, if you do not run again, this may be your last
statement before this committee in your capacity as Mayor. We
welcome your comments and what you have to say, and certainly
wish you well in whatever your career endeavor might move on
from here. Mayor Barry, you may proceed.

Mayor BARRY. Thank you very much, Mr. Faircloth and members
of the committee. I want to thank you for this opportunity to share
my views on District finances and to place in the appropriate con-
text the fiscal year 1999 financial plan and budget. I would like for
my entire statement of about 21 pages to be entered into the
record, and I will just highlight some of those myself.

Senator FAIRCLOTH. Without objection, it will be. Your entire
statement will be submitted and included in the record.

INTRODUCTION OF INTERIM CHIEF FINANCIAL OFFICER

Mayor BARRY. Before I proceed, I would like to introduce publicly
and officially the newly appointed interim chief financial officer for
the District. You met him a few minutes ago, but I wanted to intro-
duce him formally, Mr. Earl C. Cabbell. Mr. Cabbell is a CPA, has
served as Deputy Chief Financial Officer of Financial Operations
and Systems since 1996. He was previously the deputy director of
finance, the chief accounting officer for the city of Detroit. He also
served as director of finance for the State of Maryland’s Depart-
ment of Transportation, a position he assumed in 1992.

We have some able people in the financial management cluster.
I interviewed many of them and came to the conclusion that Mr.
Cabbell would best serve us during this period. He has indicated
a desire to only serve as interim and some of his staff wanted to
urge him to consider it permanently. We are going to start a na-
tional search for a chief financial officer.

Mr. Cabbell.
Senator FAIRCLOTH. Thank you.
Mayor BARRY. Also, Mr. Chairman, the development of the budg-

et provides an opportunity to reflect on the past, to measure
progress and to plan for the future. As you indicated a little bit
earlier, this 1999 financial plan and budget is the last that I will
be submitting to the executive and legislative branches of the Fed-
eral Government in that I have made a decision after almost 40
years of public service to move on and do other things as opposed
to seeking reelection as Mayor of our great city.
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WASHINGTON, DC, NO. 1 CITY ON EAST COAST

Also, Mr. Chairman, some very good news came to the city today
in the form of Money Magazine. This is a magazine that surveys
cities all over America and came to the conclusion that on the East
Coast that Washington, DC, is No. 1. We are ahead of Philadel-
phia, ahead of Boston, ahead of Buffalo, NY, ahead of Pittsburgh,
and ahead of a host of other cities in the East. Our city is on the
move, on the grow. Last year, we had a record number of visitors,
over 23 million people. So another outside, independent——

Senator FAIRCLOTH. If I may interrupt a second, I saw it also and
I believe we came from 132d to——

Mayor BARRY. 162d.
Ms. CROPP. 167th.
Mayor BARRY. Yes, 167th.
Senator FAIRCLOTH. I thought it was 162d——
Mayor BARRY. No. 1.
Senator FAIRCLOTH. Anyway, whatever. We came a long way

baby. [Laughter.]
Mayor BARRY. We urge all the people of the Nation to come and

visit us including your constituency from North Carolina. [Laugh-
ter.]

Senator FAIRCLOTH. They will be here.

FISCAL YEAR 1993 HOME RULE CHARTER

Mayor BARRY. Mr. Chairman, before I speak of the 1999 budget,
let me put this in perspective. In 1973, as you know, we received
our charter to govern ourselves. We were enthusiastic about it. But
when you examine that, and you have done it and others have won
it, you find that there was a fundamental flaw in the structure of
that charter. We were charged with a mixed bag of State, county
and municipal functions, and even Federal functions with no
matching revenue streams. This is still true today as it was in
1973. In other words, the design saddled the District with a full
range of nonmunicipal responsibilities.

Part of our charge here is not just to balance our budget and not
just to deliver quality services—that is very, very important—but
also we have to continue to examine the structure of this govern-
ment, and it ought to be done by the people of Washington. We
ought to have a charter commission and others that will look at
this and make recommendations to the citizens. Let there be a ref-
erendum and then let the Congress adjust whatever it is they want
to do based on those kinds of dialogs.

‘‘THE ORPHANED CAPITAL’’

Carol O’Cleiracain in her book, ‘‘The Orphaned Capital,’’ stated
that:

The District’s tax base is severely constrained because it is the Nation’s Capital.
Forty-one percent of the property tax is exempt from property taxes. Sixty-five per-
cent of the people who work in the District live elsewhere and do not contribute to
the income tax base. Congress does not allow the District to impose a nonresident
tax to help pay for public services provided to commuters during their workday. The
District does not collect taxes on the purchase or income of the large numbers of
military personnel and foreign diplomats living and doing business here. Finally,
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the Federal Government does not pay sales tax on purchases or personal property
taxes.

Which means as the District moves into the new millennium we
have to also look at the best way to use this 43 percent of the land
that is available to us, since we cannot gather taxes from the other.
As you probably know, over 300,000 cars come into this city each
day beating up our roads and streets.

15TH STREET RESURFACED AND POTHOLES FILLED

Incidentally, Mr. Chairman, I think since we talked last 15th
Street—I mean, Constitution Avenue has been fully resurfaced, you
had mentioned that at one point, the potholes, and we have filled
about 65,000 potholes with another 10,000 to go. We are working
on that.

RELATIONSHIP BETWEEN FEDERAL AND DISTRICT GOVERNMENT

We need to continue to look at the relationship with the Federal
Government and the District Government. Also, Mr. Chairman,
there is a view among some that the D.C. Government in general,
and this Mayor in particular, was not committed to balanced budg-
ets, and financial discipline, and management improvements, and
service delivery. We were long before the Control Board.

In my statement, I go through a series of actions that I took in
1979 where our books had not been audited in over 100 years, and
I ordered that these books be audited. The auditing firm could not
do it the first year, but in 1980 we received our first balance sheet
audit. Lo and behold, we found that the Federal Government had
left us a deficit of $279 million, which has been absorbed by the
people of Washington, added to our overall deficit. But we were
committed.

On page 6 of my statement, you will see the number of years
that we went through. Starting in 1981, a surplus of $68 million;
in 1982, $13 million; in 1983, $13 million; on down to 1988, when
we had a small deficit of $14 million; and in 1990, $118 million.
I had sent over to the City Council a series of moves to reduce that
to zero, but during that particular year there was not much recep-
tivity to that, so we ran a large deficit. But as you probably know,
Mrs. Kelly was able to borrow $331 million in 1991 to retire that
deficit.

During that period, we did go downhill and ended up with a $335
million deficit at the end of 1994. In fact, that deficit lead us to the
point of discussing with the Senate and the House and the Treas-
ury how we could borrow money, and thus the Financial Manage-
ment Assistance Authority was born in 1995.

SUMMER JOBS PROGRAM

Also, on page 7, there are a number of things that we have done
to improve the city not just structurally, but in terms of the down-
town area. We went from a sleepy southern town to a bustling me-
tropolis and a cosmopolitan kind of city, 23 million square feet of
space. I am most proud of the fact that during this period we were
able to give and provide opportunities for over 100,000 young peo-
ple for our summer job program. I am sure you would agree, Mr.
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Chairman, that our young people need to work, need to learn how
to come to work on time, how to dress properly for success, et
cetera. But it has also been a booster for the city.

In 1995, when I came back into office, I inherited this deficit. We
went to work on trying to do something about it. Obviously, we
could not do it all by ourselves. But even before the Control Board,
we went from a $335 million deficit in 1994 to only $54 million in
1995, which demonstrated our commitment and the Council’s com-
mitment to resolving that problem and to balancing budgets.

Also, let me commend our employees, Mr. Chairman, during this
critical period. They really had their salaries cut by almost 12 per-
cent, but they continued to work as hard as they could to provide
quality services to our citizens. Despite these setbacks, we have
been able to continue.

REDUCTION OF FULL-TIME EQUIVALENT POSITIONS

We have done something remarkable, and that is, in the last 3
years—and Ms. Cropp alluded to this—to reduce the size of govern-
ment by over 7,500 full-time equivalents, for a savings of at least
$165 million, which represents a 27-percent reduction in the size
of this government. It took New York City 4 years to reduce it by
20 percent. When Philadelphia had its problem, it did not reduce
its payroll or its number of employees by any number because they
kept the same number. I think I would like to just go on the record
saying that because of our commitment to trying to structurally re-
form the government, at the same time increase the quality of serv-
ices and train our work force, we did that at the same time that
over 7,500 people left the payroll.

Our citizens suffered in some instances from that, because you
cannot reduce that number of people off a payroll and not see some
reductions in services. Otherwise, they were not doing anything.
They were working. The people who took it the hardest, quite
frankly, are the last, the least and the lost—those who need social
services, those who need the help of government to be a safety net
for them. They are the ones who suffered the most during this pe-
riod. That is why during our budget deliberations we tried to begin
to build that safety net again for all of our citizens who through
no fault of their own needed the help of government.

DEPARTMENT OF HEALTH

Also, we did something that I think is very important in creating
the Department of Health which sort of gave us a focus on health
in this city, and the Public Benefit Corp. which saved, in my view,
D.C. General and our clinics as our safety net situation and also
we established a ward-based sanitation. I tell you all this so that
we can see this in the context of facts that the District has done
and not just rely on the newspapers or television, because you
know how they are in terms of what they——

Senator FAIRCLOTH. I have an idea. [Laughter.]
Mayor BARRY. Yes; I think you have experienced that a little bit,

too, about what is happening in our city. So we now come to the
present in the sense that we are the Nation’s Capital, the inter-
national capital of the world, as well as the home for over 550,000
of us who are here.
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NATIONS’ SUPPORT FOR CAPITAL CITIES

I just returned not long ago from a conference a couple of weeks
ago in Taipei, Taiwan, where mayors from capital cities all over the
world came—the mayor of Warsaw, Poland, and others—where we
were talking about capital cities. In most of those instances, the
nations support their capital cities a lot more than the Nation sup-
ports the District of Columbia.

So I am glad to hear you say that it is the responsibility of all
Americans, it seems to me, to assist us in assisting ourselves. We
are not looking for a handout, but a hand up. We are not looking
for—we would rather learn how to fish than to give people fish. Be-
cause when the fish training session is over, you can fish for your-
selves. That is my philosophy about self-help for our city.

Also, Mr. Chairman, let me say that even though there are some
growing pains associated with our new restructuring and our new
responsibilities, I think it is fair to say that both the Mayor, the
City Council and members of the Financial Management Assist-
ance Board have learned to work together in terms of looking out
for the best we can get for our city.

It has not always been easy because when you are elected you
may come to the table with a different point of view, trying to rep-
resent the values and views of your constituency, whereas when
you are appointed you might not necessarily have the same kind
of interaction and the same kind of points of view. But we have
come together around a common goal of trying to do better.

On page 16, we talk about some of those things we talked about
doing together, paying our vendors and some of our tax refunds.
The most important part of it was our city bond rate increased to
just less than junk bond. All of us are proud of our MCI arena. In-
cidentally, Mr. Chairman, I am rooting for the Capitals over the
Detroit Reds, the Detroit team. I hope you join us in making sure
we bring home the bacon. I am sure you have got influence in De-
troit as you do in Washington and North Carolina.

NEW CONVENTION CENTER

Also, we have a new convention center planned, which is going
to be a great attraction. As Ms. Cropp pointed out, tourism is our
No. 1 industry behind government. Over 100,000 people work in
the hospitality industry, we have over 24,000 hotel rooms, and so
our new convention center will enable us to expand our tax base
and begin to attract more visitors to Washington. I hope that at the
proper time when it comes over to the Senate from the House, if
there are any amendments to make it work, that you will be very
supportive of our convention center.

Mr. Chairman, you will hear from others—Ms. Cropp you have
heard from—and also Dr. Brimmer, about how we worked together
on trying to come to a consensus. On page 18 of my statement, you
will see the 9 or 10 areas that we focused on, which was a good
process, rather than me sending the budget over to the City Coun-
cil and then it goes back and forth to the Control Board. In 1997,
I think 18 different budgets were put together. It was a mess, I
mean. It confused the citizens, it was very inefficient.
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There was a flaw in the law that required it to be done. This
year because of the Revitalization Act, which gave us flexibility, we
decided that we would not send a budget over, the Mayor would
not, but we would all sit and look at a base budget for 1999. For
six different sessions over 4 or 5 hours at a session, the members
of the Council, the Control Board members, myself, and the staff
sat and hammered out these policy positions.

POLICY POSITIONS IN DEVELOPING BUDGET

No. 1 was eliminating the accumulated deficit through budget
surpluses and reduction in programs; established a positive fund
balance; maintained a balance between revenue and expenditures,
which was a structural balance; moderated the debt burden;
achieve investment rate bond ratings; fund management reform
areas that you wanted us to look at; developed a labor strategy.

PERFORMANCE MEASURES

As Ms. Cropp has said, our employees have not had a raise since
1994. You know and I know that you cannot get the best out of em-
ployees if they are mumbling and grumbling about the fact that in-
flation has overtaken their pay. We also tied pay to performance
for the first time, that is: you cannot just automatically get a pay
increase because you are working for the government. You now
have to have some performance measures, which helps to measure
your efficiency, your effectiveness in your job before the group of
people will get a pay increase.

RESTRUCTURING TAX POLICY

We also looked at restructuring tax policy. We are the highest
taxed in this region, as you probably know. One of the reasons we
are the highest taxed is we cannot tax income at its source, so we
are losing several hundred million dollars, and so the D.C. resi-
dents and businesses have to make up that difference.

RECEIVERSHIPS

We also looked at Federal-District relationships and returned re-
ceiverships to District control. As you know, we are under a num-
ber of receiverships. Frank Raines was down at the judicial con-
ference last Thursday, where he talked about whoever said that
lawyers and judges could write programs for cities to carry out. We
have to find a way to get these receiverships back in the hands of
the people, at the same time ensuring quality services for the cat-
egory of people that they would desire to protect.

REFORM OF SCHOOL SYSTEM

Mr. Chairman, this budget reflects a resolution of the financial
emergency that the city has faced in recent years. We still face
many difficult choices, many challenges. Nevertheless, the basic
elements are here, and we urge you to support our consensus budg-
et process, to support the efforts of Ms. Ackerman in terms of try-
ing to reform our school system. I think the last 18 months have
not been good for us. I think the board did not make the best judg-
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ment, and somehow we proceeded. But we now think we are on the
road to the possibility of true reform in our school system.

Incidentally, during this month I am a proud parent. I have a
son who is graduating next Tuesday from one of our public schools
at 10 a.m., June 16, at Constitution Hall. He will be going to
Hampton University. I am a proud parent.

But we have got to continue, though, to reform our school system
to insist that they improve these test scores, that our long-term
construction program be outlined.

Finally, Mr. Chairman, I would hope that no one would be
tempted, including yourself, to take any further local self-govern-
ment from us, from local elected officials. I know how you feel
about these things. We think we have done enough. Let us con-
tinue with the local officials, with the appointed officials. We see
that it can work.

A good example of that is the Metropolitan Police Department,
which did not come under the management control. We had a
memorandum of understanding partnership, about 9 of us, and we
now have the lowest crime reduction in Washington in 20 years.
That process does work.

PREPARED STATEMENT

I urge you and urge your colleagues not to load up our budget
with what I call Christmas tree ornaments about everybody’s inter-
ests as was attempted in the House last year. Again, we urge you
to examine this budget carefully, ask all of the questions that you
need to ask and get good, solid answers, but in the final analysis
to support this consensus budget process.

Thank you.
[The statement follows:]

PREPARED STATEMENT OF MARION BARRY, JR.

Good afternoon, Mr. Chairman and members of the committee. I thank you for
this opportunity to share my views on District finances and to place in the appro-
priate context the fiscal year 1999 financial plan and budget.

First I would like to introduce the newly appointed interim Chief Financial Offi-
cer, Mr. Earl C. Cabbell. Mr. Cabbell, a CPA, has served as Deputy Chief Financial
Officer for Financial Operations and Systems since 1996. He was previously the
Deputy Director of Finance/Chief Accounting Officer for the city of Detroit. He has
also served as Director of Finance for the State of Maryland’s Department of Trans-
portation, a position he assumed in 1992 after serving as the Accounting Systems
Director for the city of Baltimore. In the past two years, he has successfully handled
the challenge of helping to bring financial stability to the District.

The development of a budget provides an opportunity to reflect on the past, to
measure progress, and to plan for the future. The fiscal year 1999 financial plan
and budget is the last budget I will present to the executive and legislative branches
of the Federal Government.

Before I comment on the fiscal year 1999 budget request, I would like to present
a contextual framework relative to the inherent problems confronting the District
and to clarify for the record my administration’s commitment to management effi-
ciency, quality services and balanced budgets.

In our enthusiasm to govern ourselves, District residents accepted a home rule
charter twenty-five years ago that was structurally and fundamentally flawed. It
never drew a clear line between the Federal Government’s responsibility and that
of the new government. We were charged with a mixed bag of municipal, county,
State, and even Federal functions, but no matching revenue streams. This is still
as true today as it was in 1973.

In other words, the government design saddled the District with a full range of
non-municipal responsibilities, especially those typically assigned to States, such as



120

Medicaid, pension, and corrections. These state functions have produced some of the
most volatile cost pressures in the public sector, and they have been assumed with-
out identification of adequate resources. Carol O’Cleiracain clearly states in her
book, ‘‘The Orphaned Capital,’’ that:

‘‘The District’s tax base is severely constrained because it is the Nation’s Capital.
Forty-one percent of the property tax is exempt from property taxes. Sixty-five per-
cent of the people who work in the District live elsewhere and do not contribute to
the income tax base. Congress does not allow the District to impose a nonresident
tax to help pay for public services provided to commuters during their workday. The
District does not collect taxes on the purchases or income of the large number of
military personnel and foreign diplomats living and doing business here. Finally,
the Federal Government does not pay sales tax on purchases or personal property
taxes on its equipment.’’

Thus, the structure of the Federal relationship inherently provides for unfunded
mandates in terms of the services the District is required to provide.

There were, and continue to be, some in Congress who question my commitment
to sound fiscal and programmatic management practices. My record demonstrates
the exact opposite. In 1979, I was the District’s second elected Mayor in modern
times. I inherited a stagnant bureaucracy, staggering inefficiency and waste. My
platform was predicated on my commitment to improve city services, improve man-
agement at all levels, and institute sound financial management practices. My ad-
ministration was able to attract some of the most qualified professional managers
in the country.

The Barry administration has always demonstrated its commitment to balanced
budgets. In 1979, when I first took office, the finances of the District of Columbia
were in total disarray. They had not been audited in 100 years. In 1976, Arthur An-
derson had called the District’s financial management system unauditable. In fiscal
year 1979, for the first time since the enactment of the Home Rule Act, I ordered
an independent audit of the District’s books. The audit revealed that the District
had an accumulated deficit of $248 million.

During my tenure, we produced the first audit in 100 years and achieved 8 years
(out of 11 years) of reducing the accumulated deficit. We also achieved a balanced
budget by 1981, and continued to balance the budget for every year but two between
fiscal year 1981 through fiscal year 1990, as the following chart demonstrates:

SUMMARY OF GENERAL FUND RESULTS
[In millions of dollars]

Fiscal year Revenues Expend
Bond sales
and trans-

fers net

Surplus
(deficit)

9/30/79 ................................................................................ N/A N/A N/A N/A
1980 ..................................................................................... 1,732 (1,735) (102) (105)
1981 ..................................................................................... 1,908 (1,733) (107) 68
1982 ..................................................................................... 2,000 (1,875) (112) 13
1983 ..................................................................................... 2,208 (2,078) (117) 13
1984 ..................................................................................... 2,402 (2,289) (96) 17
1985 ..................................................................................... 2,635 (2,775) 165 25
1986 ..................................................................................... 2,815 (2,706) (89) 20
1987 ..................................................................................... 3,055 (2,941) (94) 20
1988 ..................................................................................... 3,364 (3,302) (76) (14)
1989 ..................................................................................... 3,489 (3,703) (64) 5
1990 ..................................................................................... 3,680 (3,703) (95) (118)

It is important to note that the audit in 1980 revealed that the Federal Govern-
ment owed the District approximately $279 million. District taxpayers had to as-
sume this debt.

Nevertheless, during this time, financial discipline was maintained and the Dis-
trict received a series of clean audits. The District realigned itself structurally, im-
proved its management capacity, continued to attract professional managers, and
reaped the benefits of an economic boom. The Barry administration oversaw an ac-
celeration in new construction that led to a radically altered downtown skyline, the
addition of 23 million square feet of office space in 10 years, and the tripling of
property tax revenue to $700 million annually.

When all is said and done, during this ten year period, the Barry administration:
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—Helped rebuild the District’s downtown
—Transformed Washington into a thriving metropolis and a cosmopolitan city
—Gave more than 100,000 young people summer jobs
—Increased support for senior citizen programs
—Provided a catalyst for thousands of jobs for African-Americans and others who

had been left out
—Fought constantly and tirelessly for home rule and democracy for the District
—Was a booster for the city, traveled widely spreading the word about what the

city has to offer, and worked closely with business leaders to bring increased
commerce and recognition to this, America’s first city

—Encouraged community empowerment and community participation in the oper-
ation of government.

The prosperity of the 1970’s and 1980’s hid many of the fundamental flaws. The
lean times of the 1990’s not only exposed the cracks in our foundation, but have
led to dire consequences in service, profitability, safety, and other factors that influ-
ence families, businesses, and tourists.

Furthermore, during this period, court orders and mandatory expenditures were
growing at a rate that far out-stripped revenues. Expenditures such as the pension
liability, debt service, Medicaid and AFDC could not be cut. Tax revenues declined
as the District lost population to the suburbs. Meanwhile, the Federal payment rou-
tinely fell short of compensating the District for the net impact of the Federal pres-
ence. Yet, the District’s discretionary spending was under control and financial dis-
cipline was strictly enforced recognizing the need for reassessing the operation of
government to ensure the continued delivery of quality services, and fiscal stability,
I established the Commission on Budget and Finance Priorities of the District of Co-
lumbia, chaired by Alice M. Rivlin. The commission’s report highlighted impending
fiscal crisis and recommended management reform. Unfortunately, the Kelly admin-
istration failed to implement the commission’s recommendations.

During the Kelly administration, from fiscal year 1991 through fiscal year 1994,
mandatory spending remained out of control, with the imposition of additional court
orders, a failing economy leading to higher welfare spending and an ever-increasing
pension liability. As a result, the deficit ballooned to $335 million by the end of fis-
cal year 1994, despite the Kelly administration receiving congressional approval to
borrow $331 million from the U.S. Treasury to retire the accumulated deficit from
fiscal year 1990.

When I returned to office in January 1995, I discovered and announced to the citi-
zens the desperate and sorry state of the District’s finances: The previous adminis-
tration had overspent by $335 million, an amount that if left unchecked, would have
spiraled into a $722 million shortfall. Getting our finances in order was one of the
highest priorities of my administration. To avoid this deficit that would amount to
26 percent of the general fund, several drastic measures and strategies were em-
ployed. These included:

1. Reducing agency spending by $229 million which included the reduction of per-
sonal services expenditures by $79 million by rolling back employee wages by 12
percent, and implementing furloughs, voluntary separation programs and massive
reductions in force.

2. Restructuring the debt for a $70 million savings.
3. Most important, a call to the President and the Congress to assume some of

the non-municipal services that were inherited by the District by home rule.
The fiscal year 1995 expenditure reduction plan was largely successful in that the

fiscal year ended with a $54 million deficit, instead of the potential $722 million
shortfall. The annual independent audit confirmed a net reduction in expenditures
of $151 million from the previous fiscal year.

This represented the largest turn around of any local government in the same sit-
uation, and for the District, this turnaround represented the first time in the history
of home rule, that expenditures in one fiscal year were lower than those of the pre-
vious fiscal year. Mind you, this was all before the creation of the District of Colum-
bia’s Financial Responsibility and Management Assistance Authority and Independ-
ent Chief Financial Officer.

After containing the hemorrhaging, my administration embarked on a systematic
quest to craft a transformation plan. In 1996, approximately one year after my re-
turn as Chief Executive of the District of Columbia, and one year after I exposed
the extent of the District’s fiscal crisis that the District was in, I presented a bold
new direction for the government of the District of Columbia and the people of the
District.

The underlying basis of this transformation was the implementation of perform-
ance-based principles and programs—both in the budget development and execution
processes, and in the service delivery systems.
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Despite setbacks in the implementation of the transformation plan, we made con-
siderable progress. We contributed to balancing the budget, and set the stage for
management reform. We accomplished much and were on the path of reform. we:

—Reduced the size of government by more than 7,500 FTE’s for a savings of $165
million, which also represents a 27-percent reduction in the size of the work-
force over a period of two and a half years.

—Outsourced city services, the most notable being the correctional treatment fa-
cility.

—Reduced AFDC benefits, unemployment benefits and workers compensation
costs in an effort to bring them more in line with those of neighboring jurisdic-
tions.

—Created a Department of Health and a Public Benefits Corporation that dra-
matically improved health care in the District at a lower cost.

—Improved public protection by adopting a community policing model, even before
the initiation of the MOU process.

—Established a ‘‘ward-based’’ sanitation system and increased the number of solid
waste inspectors.

—Created an Independent, Regional Water and Sewer Authority with the ability
to raise the necessary revenues through a much needed rate increase and more
importantly, enhanced borrowing authority, resulting in much needed repairs to
our drinking water system.

—Focused on the District’s finances, going from ‘‘junk’’ bond status to the ability
to sell more than $230 million in general obligation bonds at a very competitive
rate.

The District’s financial condition has presented dynamics that had never been en-
countered before—i.e. economic downturn experienced by most cities, the financial
mismanagement of the previous administration, and inherently flawed fiscal struc-
ture. The Congress of the United States responded by enacting the Financial Re-
sponsibility and Management Assistance Authority Act, and created an Implement-
ing Authority. The act also created an Independent Chief Financial Officer and em-
powered the inspector general. It is important to note that several actions taken by
the Financial Authority were not consistent with their original mission as Financial
Assistance Advisors or with accountability to the citizens of the District—i.e., rel-
egating the elected school board to an advisory status.

Although there have been some ‘‘growing pains’’ associated with our respective
roles and responsibilities, I think that it is fair to say that we all share a common
commitment and vision of a higher quality of life for the residents, businesses, and
visitors of the Nation’s Capital.

The District’s recovery involves much more than a Financial Authority and a
Chief Financial Officer with independent and broad powers. We demonstrated the
strong will and ability to reduce personnel costs but the cost drivers for the District
continue to be mostly those functions that are typically performed by a State. Unfor-
tunately, the District inherited many of these functions at the inception of home
rule in 1973. The situation was compounded by the restrictions on the District’s tax-
ing capabilities mentioned earlier.

In 1995, I first suggested many of the reforms which eventually resulted in the
National Capital Revitalization and Improvement Act. Many people ridiculed my
plan for the District. Yet, two years later, much of the plan was adopted by Presi-
dent Clinton.

However, the citizens of the District did not expect, that as part of the Revitaliza-
tion Act, the loss of home rule. As I have said many times since July 1997, it is
clear to me that these anti-democratic reforms went way beyond what I believe was
originally envisioned by the various stakeholders. The Financial Authority’s actions
in most cases were in that they failed to work cooperatively with the local elected
officials. Thus, the Financial Authority has created a fractured governance structure
of unequal, unelected, independent parts.

Notwithstanding the governance issues, the assumption of the costs for these
State functions, coupled with a strong economy, resulted in additional funds being
available for programmatic and infrastructure initiatives.

Recent accomplishments include:
—The payment of vendors doing business with the District are within six weeks,

not the eight months many complained about previously.
—The timely remittance of tax refunds within 15 days, rather than four months.
—The upgrade of the city’s bond rating.
—A skyline dominated by building cranes related to commercial construction.
—A new convention center is planned.
—The MCI arena.
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—The return of tourists in rising numbers—22.4 million in 1997, an 8-percent in-
crease from 1996.

—The rise of home sales by 33 percent in 1997, fueled partly by a $5,000 tax cred-
it for first-time buyers.

—Increased effort in improving municipal services, as evidenced by the manage-
ment reform program of 1998.

It is important to note that the act creating the Financial Authority mandated a
tedious and protracted budget development process that resulted in the Mayor and
City Council, and Financial Authority submitting separate budgets for fiscal year
1998. The Revitalization Act sought to remedy the inherent roadblocks in the budget
development process and stipulated that a consensus budget was to be submitted
to the President and Congress.

Thus, the development of the fiscal year 1999 financial plan and budget dem-
onstrates that a constructive and future-oriented budget results from a collaborative
process that supports the mutual goals of improved service and financial prudence.
Each stakeholder brought their own priorities to the negotiations which produced
this consensus budget. While no one got everything they wanted, the resulting con-
sensus budget is acceptable to everyone.

In February 1998, the Mayor, Financial Authority, and the City Council met and
agreed upon 10 key budget decisions, the resolution of which largely shaped the
budget for fiscal year 1999 and beyond. These key budget decision are as follows:

—Meeting financial management targets.
—Eliminate the accumulated deficit through budget surpluses
—Establish a positive fund balance
—Maintain a balance between revenue and expenditure rates (structural bal-

ance)
—Moderate the debt burden
—Achieve investment grade bond ratings from all three rating agencies

—Fund management reform
—Develop labor strategy
—Restructure tax policy
—Define District/Federal relations
—Define capital financing priorities
—Return receiverships to District control
—Fund D.C. public schools
—Define health and human services
—Adoption of program enhancements and service improvements
The budget for the District of Columbia reflects a resolution of the financial emer-

gency that the city has faced in recent years. The District still faces many difficult
choices. Nevertheless, the basic elements of the budget clearly tell a story of im-
provement and revitalization. The Fiscal Year 1999 Financial Plan and Budget esti-
mated revenues of $5.231 billion and total expenditures of $5.189 billion to achieve
a $41 million budget surplus. The surplus is projected to be $254 million in fiscal
year 1998. Moreover, the District is making significant inroads in reducing the accu-
mulated deficit that has drained funds and hindered access to capital markets. The
financial plan and budget projects that, by September 30, 1999, the District’s accu-
mulated deficit will amount to $37.5 million down from an accumulated deficit of
more than $500 million on October 1, 1996.

The stakeholders established certain principles regarding the nature of expendi-
tures for fiscal year 1999. Most important was the instruction given to agencies that
no across-the-board spending increases would be approved. Rather, all requests for
budgetary increases—except those in instances in which such program increases
were mandated—would have to compete for available funds. Spending increases,
where justified, were to be granted based on their expected contribution to the im-
provement of public services and municipal productivity. The fiscal year 1999 budg-
et also includes a 2-percent reduction in agencies’ budgets other than for fixed costs
and transfers. This reduction did not apply to the MPD or DCPS. Agencies are ex-
pected to continue their current level of service with less funds by increasing pro-
ductivity.

In accordance with section 202 of the District of Columbia Financial Responsibil-
ity and Management Assistance Authority Act of 1995, I will submit to the Presi-
dent of the United States, the District of Columbia’s official fiscal year 1999 finan-
cial plan and budget.

In conclusion, we urge the Congress of the United States to support and adopt
the consensus budget of the District of Columbia. This budget reflects the under-
standing of the locally elected and appointed officials of the District’s real needs. It
reflects the true appreciation of the needs and concerns of the residents of the Dis-
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trict. Most importantly, it is a sober allocation of the limited resources available to
the District.

Thank you for the opportunity to testify before the committee.
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FINANCIAL RESPONSIBILITY AND MANAGEMENT ASSISTANCE
AUTHORITY

STATEMENT OF DR. ANDREW F. BRIMMER, CHAIRMAN

Senator FAIRCLOTH. Thank you, Mr. Mayor. I do plan to study
it carefully, and I will not be jumping to any conclusions, I can as-
sure you.

Next, we have Dr. Brimmer, Dr. Andrew F. Brimmer. Dr. Brim-
mer, this may be your last appearance also before this committee
in your capacity as chairman of the Control Board. Through your
efforts, the District’s financial management future is much bright-
er. Dr. Brimmer, I thank you for your service to the Nation and
to the city for all you have done, and we would like to hear your
testimony.

Mr. BRIMMER. Thank you very much. Mr. Chairman, good after-
noon.

My associates have already described the principal dimensions of
the budget, so I will not go through those in any detail. Instead,
I would like to talk about several problems that still remain with
respect to the budget. But before doing so, I would stress again
that this is not only a balanced budget we are projecting, but it is
one that contains and expects a surplus. That surplus would be
used and would enable us to reduce the accumulated deficit as
well. In a year or two, we expect to eliminate it entirely.

PROJECTED SURPLUSES VERY SMALL

However, I would also stress that the surpluses we are projecting
over the next few years are precarious; they are very small. So we
must be careful to assure that expenditures will not rise at a rate
that exceeds the slow growth in revenues that we are projecting.
For example, if the projections hold, we would end up with an an-
nual budget surplus of $24 million, $16 million and $9 million in
fiscal years 2000, 2001 through 2002, respectively. But I stress
those are precarious.

Now, the surplus we are experiencing, we did experience last
year and we expect to experience this year, probably reflects the
Revitalization Act. But we also had some growth in revenues, re-
flecting the strength of the local economy.

As we look ahead to 1999, we should expect to see a major shift
in the sources and uses of local funds. For example, we anticipate
that we will be shifting the way we finance capital improvements.
In my testimony, I describe that in some detail, but this will rep-
resent a major effort. We believe that the time has come for the
city to devote more of its expenditures to its improvement of infra-
structure while maintaining services, of course, but we believe that
infrastructure is a serious problem, and we have some suggestions
for the amounts and how to use that requirement. My colleagues
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described the budgetary process, and I will not go into that in any
detail. In fact, I will not need to mention that at all.

REGROUP APPROPRIATION TITLES

What I would like to do next is turn to the broad categories of
expenditures. We are requesting that more simplified appropriation
titles be adopted this year. In my testimony, on page 11 there is
a Table 2 entitled, ‘‘Expenditures by function.’’ You will see that we
are proposing that we group the appropriation titles so that we
would have the first category of: government direction, finance,
safety and justice; we would combine economic development, regu-
lation and public works; we would have a separate appropriation
title for the public education system; we would have a more general
title for human resource services and——

Senator FAIRCLOTH. Excuse me, Dr. Brimmer. What page are
you? I am trying to follow you and I got lost.

Mr. BRIMMER. It is Table 2. Oh, I apologize. I am reading from
a reading copy which might be different from the printed copy.

Senator FAIRCLOTH. I have it now. It is page 9.
Mr. BRIMMER. Oh. In your version, it is page 9?
Senator FAIRCLOTH. Yes.
Mr. BRIMMER. All right. But the table number is two.
Senator FAIRCLOTH. Yes.
Mr. BRIMMER. Table 2. Well, I will just repeat briefly. What we

are trying to do is to simplify the appropriation title distribution.
In the old one that we are now using, we have many detailed line
item appropriation titles. We believe that is not the best way to do
it.

We will propose and are proposing that the Congress adopt a
budget with a smaller, broader range of appropriation titles and
that the Congress give the Control Board the authority to reallo-
cate funds across appropriation titles. Congress did that in 1998.
It gave us the authority to reprogram and to use the $200 million
surplus in order to facilitate the most efficient use of expenditures,
and we are suggesting that that be done this time. I would be de-
lighted to amplify that further, Mr. Chairman.

REDUCTIONS IN FULL-TIME EQUIVALENT POSITIONS

I also want to call the committee’s attention to what has hap-
pened to personnel costs. Now, in the testimony there is a chart
called Figure 3, which shows that from September 1995 to March
of this year we have had over 10,000 reductions in the number of
full-time equivalents on the payroll.

Frankly, Mr. Chairman, we feel that over the last 3 years, this
is one of the major accomplishments of the Control Board working
with the city. When we came into office in the summer of 1995, we
were given a budget projected for fiscal year 1996 which called for
45,000 FTE’s. For the year just ending, 1995, there were 43,000,
and the plan was to go to 45,000. We said that was unacceptable.

The first recommendation we made, which was taken not simply
as a recommendation but as instruction, was to reduce the number
of FTE’s by 5,600. We did that very early in our stay. Actually,
during that year we achieved a reduction of 5,200, and today twice
that number of FTE’s have been eliminated. Specifically, it is down
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10,000 or 25 percent, and thus 25 percent is essentially the same
figure that the Mayor had mentioned. We think it is vital that ef-
forts be made to hold down personnel expenditures.

As you look ahead to 1999, there are a couple of other areas of
the budget to which I would like to call the committee’s attention,
and the first one is the public schools. Now, we have made a lot
of progress in improving the quality of education and safety of the
schools. However, much remains to be done.

PUBLIC SCHOOLS BUDGET

For fiscal year 1999, we are recommending $648 million in gross
funds for the schools. That is an increase of $81 million, over 14
percent, from the $567 million appropriated in 1998. Now, this is
the largest dollar increase for an agency in the 1999 budget.

The principal increases in this budget are the result of a renewed
emphasis on special education programs. Improved transportation
initiatives and the funding of certain health-related measures that
heretofore were the function and responsibilities of the receiver
overseeing the foster care program. I mention this explicitly be-
cause this is a major challenge facing the schools and the city. In
1998, special education spending was $105 million. The projection
for 1999 is $156 million.

Mr. Chairman, that is mandated spending. Court orders, receiv-
ers, monitors control a substantial portion of the program and of
the budget of the school system. Ms. Ackerman, the recently ap-
pointed CEO and superintendent of the schools has worked hard to
hold down these expenditures, but there is no way to avoid it. This
is the biggest change in the budget, and there is more ahead of us.
Sometime I am hopeful that we will be able to provide to the Con-
gress a fuller assessment of the impact of receivers on the budget.
The Mayor mentioned them, and I have mentioned them. It is a
major problem.

DEPARTMENT OF CORRECTIONS

Now I would also like to mention at this time another area, Cor-
rections. The Department of Corrections is undergoing vital trans-
formation as a result of the Revitalization Act. The committee
might recall that the Congress—that the administration took over
the responsibility for sentenced felons for funding in the short run.
Now, by December 31, 2001, the Federal Government will assume
total control over most of our sentenced felons, and the prison sys-
tem at Lorton, VA, will be closed.

The temporary management of the D.C. prison system is being
carried out in part by a Federal Government corrections trustee.
The trustee has recommended a budget of $185 million for 1999.
However, we have determined that this amount seriously
underfunds the projected costs of running the system. Consultants
to the District’s Budget Office have indicated that the true cost of
running the system for 1999 is approximately $204 million, leaving
a funding gap of $18.5 million.

In addition, other direct and indirect costs to the District associ-
ated with the sentenced-felon population totals $25.4 million for a
total of $44 million of underfunding. As part of the fiscal year 1999
financial planning budget, we are asking the Federal Government,
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1 The revenue and expenditure projections incorporate $728.6 million in Enterprise Funds, in-
cluding the Water and Sewer Authority, the Lottery and Charity Games Board, and D.C. Gen-
eral Hospital.

2 The large surplus projected in fiscal year 1998 is partially due to the one-time Federal pay-
ment of $198 million that was approved as part of the D.C. Revitalization Act.

which is now responsible for this system transfer, to assume the
proper costs of appropriating an additional $44 million.

INFRASTRUCTURE AND PUBLIC WORKS IMPROVEMENTS

Mr. Chairman, I will also note, as my colleagues have done ear-
lier, that the infrastructure and public works improvements are
vital. We also believe that there is a vital need to promote economic
development in the District. We have supported the restoration and
enhancement of basic services such as bulk trash and so on. But
we believe that in the long run we need additional funding for in-
frastructure.

AUDIT CONTRACT

Mr. Chairman, I would also like to mention that the District is
faced with a serious problem with respect to our ability to get an
audit. This is a narrow question. It is probably a technical ques-
tion, but we do need some relief. Currently, there is a statutory
prohibition on the ability of the inspector general to enter into an
audit contract for more than 3 years. That limitation is proving to
be a handicap in the effort to recruit competent auditors.

We are proposing, and, in fact, the inspector general has already
recommended, to the chair of the Authorization Committee in the
House that this be changed to 5 years. We support that. It has seri-
ous, serious implications for the budget. We would hope this com-
mittee would support the matter if it were to come forward.

Thank you very much, Mr. Chairman.
[The statement follows:]

PREPARED STATEMENT OF ANDREW F. BRIMMER

Mr. Chairman and Members of the Subcommittee: Thank you for inviting me to
testify on the fiscal year 1999 District of Columbia Financial Plan and Budget
(FPB). This morning I will briefly summarize the overall projected results of this
budget, discuss the process used to formulate the budget, outline some key factors
in the revenue projections, and present the critical expenditure components of the
budget.

I am pleased to report that this budget reflects a resolution of the financial emer-
gency that the District has faced in recent years. To be sure, the District still faces
many difficult choices, and its return to fiscal solvency remains precarious. Never-
theless, the basic elements of the budget clearly tell a story of improvement and re-
vitalization. First, the fiscal year 1999 FPB estimates total revenues of $5.231 bil-
lion and total expenditures of $5.189 billion to achieve a $41 million budget sur-
plus.1 This comes on top of a fiscal year 1998 surplus projected to be $254 million 2

in fiscal year 1998. Moreover, the District is making significant inroads in reducing
the accumulated deficit that has drained productive funds and hindered access to
the capital markets. The budget projects an accumulated deficit of $37.5 million—
down from a gap in excess of $500 million in 1996.

The development of this budget demonstrates that a constructive and future-ori-
ented budget can result from extensive cooperation among all principals, and it con-
tinues efforts from fiscal year 1998 to improve service delivery and maintain fiscal
stability. I would note that the budget represents the combined views of all parties,
a change from previous years when the Authority has disapproved the budget sub-
mitted by the Mayor or the Council. Such a step was mandated if the Authority con-
cluded that the budget did not meet the requirements of the District of Columbia
Financial Responsibility and Management Assistance Act of 1995 (‘‘Act’’) (Public
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Law 104–8). This year, based on the agreements reached on all fundamental issues
and changes to the budget process contained in the Revitalization Act, the Authority
has concluded that the fiscal year 1999 budget is in conformance with the Act. The
budget will promote the financial stability of the District government and further
the interests of the people of the Nation’s Capital.

The outyear projections, included in the Financial Plan for fiscal years 2000 to
2002, show a modest growth in total revenues and expenditures. If achieved, this
would result in annual budget surpluses of $24 million, $16 million, and $9 million
in fiscal years 2000, 2001, and 2002, respectively. These surpluses would eliminate
the accumulated deficit by the end of fiscal year 2001 and produce an $11 million
accumulated surplus by the end of fiscal year 2002. The progress in reducing the
accumulated deficit is shown in Figure 1.

Part of the budget improvement is the result of a more vigorous economy, which
has provided significant increases in tax revenues to the District. The better budg-
etary climate also comes from structural changes in spending that occurred as a re-
sult of the National Capital Revitalization and Self-Government Improvement Act
(‘‘Revitalization Act’’), enacted in August, 1997. Although that law effectively elimi-
nated the annual federal payment of $660 million to the District, it did provide a
one-time Federal contribution of $190 million plus $8 million to help pay for Man-
agement Reform projects.

The fiscal year 1999 FPB also represents a major shift in the funding of the Dis-
trict’s capital improvement plan. Historically, the District has primarily funded its
capital improvement with long-term general obligation bonds and loans provided
from the U.S. Treasury. The recommended fiscal year 1999 Capital Improvement
Budget and Six-Year Capital Plan (fiscal year 1999-fiscal year 2000) identifies a va-
riety of financing sources to address the huge capital infrastructure deficit that ex-
ists within the District. The capital budget for fiscal year 1999 represents $324 mil-
lion in new funding sources. This includes $172 million in long-term financing, $65
million in alternative medium- and short-term financings, $28 million in equipment
leases, $42 million in revenues generated from the sale and lease of school build-
ings, $5.3 million in federal grants, and $12 million in current operating funds
(‘‘PAYGO’’). The agencies receiving the largest amounts of local capital funds are the
District of Columbia Public Schools (‘‘DCPS’’) with $97 million and the Metropolitan
Police Department (‘‘MPD’’) with $47 million.

THE BUDGET PROCESS

The Revitalization Act also changed the process by which the District formulates
and approves an annual budget during control years. In previous years, a cum-
bersome process of approvals and rejections within set time periods reduced the
flexibility of District officials to reach consensus in the budget process. The Revital-
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ization Act streamlined that process, which now provides for a more effective set of
procedures to encourage greater cooperation among parties. Under this process, the
District produced a consensus budget that was approved by the Council on May 20,
1998, signed by the Mayor, and forwarded to the Authority. On May 28, 1998, the
Authority approved the fiscal year 1999 FPB and submitted it to the Congress, well
in advance of the June 15th statutory deadline.

The Authority, in conjunction with the Mayor and the Council, established certain
principles regarding the nature of expenditures for fiscal year 1999. Most important
was the instruction given to agencies that no across-the-board spending increases
would be approved. Rather, all requests for budgetary increases—except in those in-
stances in which such program increases were mandated—would have to compete
for available funds. Spending increases, where justified, were to be granted based
on their expected contribution to the improvement of public services and increased
productivity of the City’s workforce. The fiscal year 1999 budget also includes a 2-
percent reduction in agencies’ budgets other than for fixed costs and transfers. This
reduction did not apply to the MPD or DCPS. Agencies are expected to continue
their current level of service with less funds by increasing productivity.

REVENUES

The fiscal year 1999 FPB projects total revenues of $5.231 billion. For comparison
purposes, figures for fiscal year 1997 and fiscal year 1998 are also shown in Table
1. For fiscal year 1999, the estimates include:

—Local fund revenues of $2.907 billion,
—Federal grants of $1,203 billion,
—Private and other revenues of $304 million,
—Intradistrict revenues of $88 million, and
—Enterprise revenues of $729 million.

TABLE 1.—REVENUES BY TYPE
[In millions of dollars]

Revenue

Fiscal year

1997
Actual

1998
Revised
budget

1999
Requested

budget

Taxes:
Property Taxes ....................................................................................... 688 670 675
Sales and Use Taxes ............................................................................. 541 558 565
Individual Income Taxes ....................................................................... 753 812 835
Other Taxes ........................................................................................... 508 535 547

Total Taxes ........................................................................................ 2,490 2,575 2,622

Non-Tax Revenue ............................................................................................ 212 194 217
Other Local Sources ....................................................................................... 123 69 69
Federal Payment ............................................................................................. 666 198 ................
Federal Grants ................................................................................................ 888 1,072 1,203
Private and Other Grants ............................................................................... 196 140 304
Intra-District Revenue .................................................................................... 99 102 88
Enterprise Funds Revenue ............................................................................. 661 690 729

Total Gross Revenue ......................................................................... 5,333 5,040 5,231

Note: Totals may not agree due to rounding

The Chief Financial Officer (‘‘CFO’’) certified the District’s fiscal year 1999 local
source general fund revenues to be $2.907 billion. This is a 2.4-percent increase over
the $2.838 billion expected to be collected in fiscal year 1998. Both of these amounts
should be compared to $2.773 billion actually collected in fiscal year 1997, which
was a 4.6-percent increase over fiscal year 1996. These projections are reasonable-
given that most economic forecasts anticipate continued growth in the nation’s and
the District’s economy. Moreover, there is still room for continued improvements in
tax administration. Figure 2 shows the source of these local revenues.
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FIGURE 3.—Source of Local Revenue for Fiscal Year 1999

Percent
Income taxes ........................................................................................................... 36
Other taxes ............................................................................................................. 11
Non-tax revenues ................................................................................................... 7
Other ....................................................................................................................... 3
Property taxes ........................................................................................................ 24
Sales and use taxes ................................................................................................ 19

The financial plan does not address the impact of possible tax or regulatory re-
form on the District’s revenue structure. A number of studies have argued for com-
prehensive and extensive tax reform, while a comprehensive report to the Authority
by the District of Columbia Regulatory Reform Project laid out a full menu of regu-
latory reform. The financial plan does not address the potential impact of tax incre-
ment financing, linked to economic development districts, on future revenue growth.
Both tax and regulatory reform have long-term revenue implications for the District,
including a number of justifications for federal payment-in-lieu of taxes, which the
present budget and financial plan do not address. Restructuring the District’s tax
system, improving tax administration, and rationalizing the structure and collection
of fees, fines, and charges would significantly affect the District’s ability to remain
fiscally sound. The Authority will examine seriously all such plans in the context
of fiscal stability and growth. These tasks remain open for the outyears of the cur-
rent Financial Plan.

EXPENDITURES

The fiscal year 1999 gross budget requests $5.189 billion in expenditures, which
includes $728.6 million in enterprise funds. Table 2 below shows requested expendi-
tures by function for fiscal year 1999, as compared with the two previous years.

TABLE 2.—EXPENDITURES BY FUNCTION
[In millions of dollars]

Function

Fiscal year

1997
Actual

1998
Revised
budget

1999
Requested

budget

Government Direction, Financing, Safety, and Justice .................................. 1,661 1,324 1,418
Economic Development, Regulation, and Public Works ................................ 332 366 402
Public Education System ............................................................................... 754 683 745
Human Support Services ................................................................................ 1,788 1,781 1,579
Receiverships ................................................................................................. .............. .............. 319
Productivity Savings ....................................................................................... .............. .............. (10)
Financial Authority 1 ....................................................................................... 3 3 8
Enterprise Funds ............................................................................................ 620 653 729

Total .................................................................................................. 5,158 4,812 5,189
1 The Authority’s budget has been increased from $3.220 million in fiscal year 1998 to $7,840 million in fiscal year

1999. The line item covers the core activities of the Authority and its component Office of the Chief Management Officer.
Specifically, the Authority’s core budget is decreased $500,000 to $2.720 million, and its component Office of the Chief
Management Officer’s core allocation is $5.120 million.

Note: Totals may not agree due to rounding.

Next I will outline some critical components of the expenditures in the fiscal year
1999 FPB. The most significant budget driver is the cost of personnel. As of March,
1998, the District government had about 30,449 full-time-equivalent employees. Per-
sonnel costs are a significant portion of total District expenditures, and they account
for the overwhelming majority of total expenditures for many key agencies, includ-
ing police, fire, and the schools. Total personnel and benefit compensation in the fis-
cal year 1999 budget is projected at $1.8 billion or 44 percent of the District’s total
General Fund expenditures. Effective management of these resources is an ex-
tremely important component of the District’s fiscal and management recovery.

The fiscal year 1999 budget builds on past progress in reducing the workforce as
well as on new legislation to improve human resource management that was en-
acted last year. The fiscal year 1999 budget begins to address the District’s salary
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disparities and increased funding is provided for upgrading the skills of the work-
force through training and other initiatives. However, the District still must develop
a comprehensive labor strategy that addresses problems resulting from the District’s
large number of unions and bargaining units. In addition, it is critical that the Dis-
trict implement a modern automated human resource management system.

The District has made substantial progress in reducing the number of personnel.
When we began our service, we were presented with a draft budget for fiscal year
1996 that would have raised the District’s Full-Time Equivalents (FTE’s) from
43,000 to 45,000. This provision was unacceptable. Therefore, one of the first rec-
ommendations of the Authority in August, 1995, was to reduce the number of FTE’s
by 5,600. During fiscal year 1996, an actual reduction of 5,239 was achieved. To
date, nearly twice this number of FTE’s have been eliminated. Specifically, since
September, 1995, the District has reduced the FTE level 10,285, or by more than
25 percent. Of this reduction, 6,053 have been through shifts of programs to inde-
pendent enterprises or to the federal government. More than 4,200 FTE’s have been
eliminated through reductions in on-going District agencies. Figure 3 highlights the
reductions in the District’s workforce.

A critical area in which the Authority will continue to focus funds and attention
is the DCPS. Although much progress has been made in improving the quality of
education and safety of our schools, much remains to be done. For fiscal year 1999,
the Authority recommends $648.2 million in gross funds, an increase of $81.1 mil-
lion (14.3 percent) over the $567 million appropriated in fiscal year 1998. This is
the largest dollar increase for an agency in the fiscal year 1999 budget. Principal
increases in this budget are the result of a renewed emphasis on Special Education
programs, improved transportation initiatives, and the funding of certain health re-
lated measures that heretofore were functions and responsibilities of the LaShawn
Receiver overseeing the foster care program. Other major initiatives include increas-
ing staff accountability and continued support of students who do not demonstrate
basic skills through such programs as expanded summer school.

One of the most essential services a jurisdiction provides is for the public safety
of its residents and visitors. Recognizing that public safety is a prerequisite for a
stable, vibrant community, it has always been one of the Authority’s foremost prior-
ities. For fiscal year 1999, the Authority recommends $300.3 million in gross funds
for the MPD, an increase of $30 million (10.2 percent) over the $272.4 million appro-
priated in fiscal year 1998. The Authority, in conjunction with the Criminal Justice
Coordinating Council (‘‘CJCC’’), recently hired a new Police Chief for the District.
Chief Charles Ramsey will continue to focus the MPD’s resources on reducing crime
and the fear of crime in the District. The initiatives range from increased police ac-
tivity to eliminate open-air drug markets to placing more than 400 additional offi-
cers on the street. Police efforts have led to a dramatic decrease in major crime in
the District, with homicides at the lowest level in a decade. This budget leverages
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4 For fiscal year 1999, the Department of Motor Vehicles has been separated from Public
Works. In fiscal year 1999, the Public Works budget is $140 million and the Department of
Motor Vehicles budget is $13 million.

improvements already made in fighting crime, and it funds certain initiatives (in-
cluding an additional pay raise) that will expand MPD’s capacity to fight crime, and
which—in turn—will improve the City’s quality of life.

The Department of Corrections (‘‘DOC’’) is undergoing vital transformation as a
result of the Revitalization Act. By December 31, 2001, the federal government will
assume total control over most sentenced felons, and the prison system at Lorton,
Virginia, will be closed. The temporary management of the District’s prison system
is being carried out, in part, by a Federal Corrections Trustee. The Trustee has rec-
ommended a budget of $185 million for fiscal year 1999. However, the Authority has
determined that this amount seriously underfunds the projected costs of running the
system. Consultants to the District’s Budget Office have indicated that the true cost
of running the system for fiscal year 1999 is approximately $204 million, leaving
a funding gap of $18.5 million. In addition, other direct and indirect costs to the
District associated with the sentenced felon population totals $25.4 million, for a
total underfunding of $44 million. As part of the fiscal year 1999 FPB, the Authority
is asking the Federal Government, which is now responsible for the system transfer,
to assume the proper costs by appropriating an additional $44 million.

We would also note that the Authority considers infrastructure/public works im-
provements to be crucial to the quality of life and economic development opportuni-
ties in the District. The Authority has supported the restoration and enhancement
of basic services such as bulk trash collection, tree trimming, and pothole repairs
that are contained in the budgets of the Mayor and Council. The operating budget
for Public Works for fiscal year 1999 is $153 million, an improvement of $4 million.4
It includes initiatives such as: implementing the District’s recycling program, replac-
ing street signs, and continuing to fix local and Federal streets.

In connection with public works improvements, the District’s capital budget is
critically important to the overall upgrading of the infrastructure. The District’s fi-
nancial crisis in recent years has frequently prevented the District from adequately
funding and maintaining capital improvements. Thus, infrastructure improvements
have been routinely neglected or underfunded. The Authority was most concerned
about the infrastructure deficit that has been amassed over the years because of ne-
glect and the lack of appropriate spending on capital projects. Immediate improve-
ments are necessary not only in vital areas such as streets and bridges, but also
in government facilities, in major technology-driven systems, and in the public
schools. To this end, the Authority is requesting that the federal government appro-
priate $254 million to the District for desperately needed infrastructure improve-
ments. If this amount is appropriated to the Authority, it would be used to finance
a range of projects, including repairs and modernization of schools, resurfacing and
reconstruction of local streets, and rehabilitation of police and fire department facili-
ties.

As previously reported in the Authority’s report on the fiscal year 1999 FPB, the
Authority has adjusted the amounts to be allocated from the District’s one-time sur-
plus to support and fund the management reform initiatives. The previous reported
amount of $130 million allocated during fiscal year 1998 has been changed accord-
ingly:

—$88,902,343 of new fiscal year 1998 Operating Budget authorization;
—$66,262,311 of additional fiscal year 1998 Capital Budget authorization;
—$1,340,000 of additional debt service;
—For an aggregate total allocation of $156,504,654 from the $201,090,000 one-

time surplus. The balance of $44,585,346 should be available to reduce the accu-
mulated deficit during fiscal year 1998. The management reform program is
being coordinated by the Chief Management Officer on behalf of the Authority.

Finally, it is important to consider the impact that court orders, receivers, and
special masters have on the structure and effectiveness of the District’s budget.
Through inadequate funding and program mismanagement, the neglect of effective
public services has forced increasingly larger portions of the District’s programs to
be placed under court orders. This situation was exacerbated by the financial crisis,
which further eroded the level of service provision given to populations such as sen-
tenced felons, mental health care recipients, special education students, and others.
The presence of court-ordered receivers and others directing sections of the District’s
budget presents numerous problems for the District in its efforts to plan and exe-
cute a budget effectively. Today, there are 41 court orders and mandates affecting
District programs, 22 of which have current budgetary impacts. The fiscal year 1999
FPB allocates $319 million to the various receivers and other administrators.
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To implement the fiscal year 1999 budget more efficiently, the Authority is re-
questing additional flexibility in the reprogramming of funds among District pro-
grams. Current law requires most reprogrammings of funds between District func-
tions to be approved by the Congress. Last year, the Congress allowed the Authority
flexibility in reprogramming funds from the budget surplus. The Authority used
some of these funds for debt reduction, collective bargaining agreements, and im-
provements in the schools. Having this flexibility is of vital importance to the Dis-
trict, and we strongly urge Congress to provide it for fiscal year 1999.

In summary, the fiscal year 1999 FPB submitted by the Authority marks a turn-
ing point in the reform effort of the District by programming a budget surplus. The
fiscal year 1999 FPB also reduces the accumulated deficit, meets the objectives of
the Act, and adheres to the major programmatic objectives of the Authority, the
Mayor, and the Council. This budget will accelerate the return of the Nation’s Cap-
ital to financial stability and lead to further improvements in the delivery of public
services.

Before concluding, Mr. Chairman, I would like to note one other issue. The Au-
thority is concerned that statutory limitations on the time limit allowed any inde-
pendent auditor selected to undertake the annual audit of the District significantly
reduces the interest of qualified firms to bid on this contract. Essentially, we have
found that the legal limitation, which is three years, is having the unanticipated ef-
fect of limiting competition for this important work. Therefore, the Authority re-
spectfully recommends to the Congress that the law be changed, and that firms be
allowed to conduct the annual audit for up to five years instead of the current three-
year limit. We believe that the additional time period would provide firms with
greater incentive to bid on the contract, and would increase competition.

Mr. Chairman, this concludes my prepared statement. I would be pleased to re-
spond to any questions you or Members of the Subcommittee may have.

Total General Fund Expenditure by Function

[Fiscal year 1999 (by Old Appropriation Title)]

Percent
Public Education System ....................................................................................... 18
Public Safety and Justice ...................................................................................... 17
Financing and Other ............................................................................................. 10
Public Works .......................................................................................................... 6
Economic Development and Regulation ............................................................... 4
Government Direction and Support ..................................................................... 4
Human Support Services ....................................................................................... 41

Senator FAIRCLOTH. Thank you, Dr. Brimmer. Thank you for
your statement and what you do for the city.

I had a number of questions, but I must say the presentation has
been very thorough. Mr. Mayor, yours was and, Ms. Cropp, you
have answered a lot of the questions I had.

CONTROL BOARD’S BUDGET

I noticed, Dr. Brimmer, the Control Board’s budget is being in-
creased for next year by a substantial amount.

Mr. BRIMMER. Yes, sir.
Senator FAIRCLOTH. Could you tell us what is bringing the in-

crease about? Is it management reform, or what is bringing it
about?

Mr. BRIMMER. It is management reform, Mr. Chairman. You
might recall that when the Congress proposed transferring over-
sight of the nine departments and four citywide functions to the
Authority, I said that while we did not seek the responsibility, we
would certainly accept it. In order to do so and carry it out, we
would need to engage some assistance, professional assistance, be-
cause the five board members being part-time people could not do
that on a day-to-day basis.
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I said we would need to go out and recruit what was being called
at that time a chief management officer, and that is what we did.
I also said that we would need to meet the market. I warned that
the market was very strong. We did recruit such a person, and we
had to meet the market. We have had to add some staff to help
carry out that function. It is that increased function which is car-
ried out as a part of the Control Board that has lead to an increase
in the budget. I believe we have an amount in the budget in the
neighborhood of about—there is a table in my testimony which
shows that figure.

You will see, Mr. Chairman, in Table 2 of my testimony the Au-
thority has about $8 million. That is composed of the following:
About $2.7 million is for the other functions of the board and about
$5 million is to support the efforts of the chief management officer.
That is the reason, Mr. Chairman, that we see the increase. It is
to implement that mandate.

Senator FAIRCLOTH. Thank you.
Mr. BRIMMER. Mr. Chairman, as just a digression, I believe that

the description which I just repeated and which I gave earlier was
what the committee intended that we would do.

Senator FAIRCLOTH. I am sorry?

RECRUITMENT OF CHIEF MANAGEMENT OFFICER

Mr. BRIMMER. I believe that the action we took, the recruitment
of a chief management officer and the payment of compensation to
attract such a person, were actions consistent with the new man-
date we got. I worked under the assumption that that is precisely
what the committee—and in particular you, Mr. Chairman—antici-
pated we would have to do.

Senator FAIRCLOTH. Well, since we are on that subject, it would
certainly appear that Ms. Barnett has broad support, bipartisan
support. You, as soon to be ex-chairman of the Control Board,
would you have any recommendations to the Congress as to what
we might do or have not done or need to do to support Dr. Barnett
to make the system work better?

Mr. BRIMMER. Yes; Mr. Chairman, I do. As I have said, the steps
we took and the way we arranged it are appropriate, and it is
working very well. Since we have gotten some expression of doubt
from some sources as to whether we had the power to do what we
did, I would suggest that we have an amendment to the statute in-
corporated saying we, in fact, just as we have the authority to ap-
point an executive director and to pay her compensation, have the
authority to appoint a chief management officer to carry out the
functions we have described and to pay compensation required by
the marketplace. Such an amendment would be very helpful and
remove any doubt.

Senator FAIRCLOTH. Thank you, Dr. Brimmer.
Mr. BRIMMER. Yes, sir.

SCHOOL SYSTEM’S BUDGET REQUEST

Senator FAIRCLOTH. Mr. Mayor or Ms. Cropp, the District’s budg-
et, recommended budget, for the District’s public school system and
fiscal year 1999 is $60 million less than the $606 million that Dr.
Ackerman had requested. Would you care to comment on the areas
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of disagreement by the board, the Council, the Control Board or the
Mayor with respect to Ms. Ackerman’s request?

EDUCATIONAL EMERGENCY BOARD OF TRUSTEES

Mayor BARRY. Mr. Chairman, I think we are at sort of a—I do
not know how you would describe it. You had the emergency board
of trustees where the courts had indicated that they did not have
the authority to do what they were doing. And the budget that we
received——

Senator FAIRCLOTH. I am sorry?
Mayor BARRY. That the courts had ruled that the Control Board

had overstepped its authority in appointing the emergency board of
trustees to run the school system. It was during that period there
was no clarity about it. The budget we received, quite frankly,
came from General Becton via the Control Board. In my analysis,
I am sure that Ms. Cropp would agree, it really was not a good
budget.

SCHOOL-BY-SCHOOL BUDGET

We have been insisting for a long time on a school-by-school
budget so that we can see exactly how much money is going into
the local schools. This budget did not do that. It added money all
over the place. When Ms. Ackerman came in and presented her de-
sires and her priorities, we found that there were some reforms
that could be funded. But because of the lack of money, because
this $81 million is a big growth, 14 percent in anybody’s budget,
we focused on special education.

The $60 million reduction that they requested was not a program
budget in the first place the way I look at it. So, therefore, I think
the Council and certainly myself was very scrutinizing of that and
came to a conclusion that it is the special education portion of it,
and some of the reforms that Ms. Ackerman wanted to do would
be sufficient. I did not have much faith in the past administration’s
budgets, quite frankly, and you saw that when all of a sudden $62
million popped up out of seemingly nowhere. So it was a matter of
credibility, a matter of no program but attachments to it. It was
not a good budget as far as I am concerned.

INCREASE OF $81 MILLION IN SCHOOLS BUDGET

The $81 million is a lot of money to add to a budget in 1 year.
I am confident that Ms. Ackerman will make sure that it is spent
properly and that Mr. Rickford, who is the CFO over there, will
have better accounting of this money than has been in the past.

Ms. CROPP. Mr. Chairman, the Council wanted to make sure that
the school system was funded.

Senator FAIRCLOTH. Ms. Cropp, if you would, pull the mike up.

INCREASE FOR SPECIAL EDUCATION

Ms. CROPP. The Council wanted to ensure that the school system
was funded appropriately. At the same time, we were very con-
cerned that we did not want to just spend money that was not
needed. Most of the dollars that was going to the school system, the
additional dollars, were going in the area of special education. It
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has been an area of great concern, and I cannot stress to you the
level of concern that we have with special education. Quite frankly,
we have been talking about a great need for us to form a task force
of the Council, the Mayor, the Financial Authority, the school sys-
tem and some parents, just to look at this one issue.

SPECIAL EDUCATION

Special education, if we do not take a hard look at it, will totally
control the school system, and we can see the havoc that it played
with regard to the city’s budget. This year that is what happened
with a lot of the excess dollars that we thought we were going to
have to eliminate the deficit totally. It is not an issue of whether
or not we should provide special education. We certainly do believe
that, but we want to make sure that the dollars are spent wisely.

We increased the budget, first of all, we increased the budget by
tens of millions of dollars. We took issue with—I believe it was $80
million. I believe that was the figure. We looked at it, and it was
felt that there was not the justification to increase it by the amount
asked. Let me give you an example.

HIRING OF ADDITIONAL STAFF

A lot of the request was based on hiring additional staff by Sep-
tember of this year to perform certain needs. There was no way
that that staff would be able to be hired and functioning in the
school system by September; however, the cost was there. What we
suggested that should be done with the school system is, yes, we
agreed that you needed to have some of those individuals, but to
look at how many people can you hire by September. If you cannot
hire them all by September, only fund the budget on how many you
can hire in September, how many you can hire in October and by
January.

ASSESSMENT OF 300 STUDENTS A MONTH

Additionally, what we have been experiencing in the school sys-
tem is for special education we have been assessing, I believe the
figure is about 300 students a month. Let me say that was needed,
and the school system ought to be applauded for dealing with a
backlog in assessments, things that needed to be done. I certainly
would think and definitely would hope that we would not continue
with that rate of 300-students-per-month need for assessment. We
are going to run out of students at some point and——

Senator FAIRCLOTH. I am sorry. Are you saying 300 students per
month in special education?

Ms. CROPP. That is right, the assessment for them, yes.
Senator FAIRCLOTH. This is not an increase? This is——
Ms. CROPP. This is to assess their educational needs. In other

words, these are students who are enrolled in the D.C. Public
School system, but for whatever reason a request has been made
for them to have an assessment to see what their educational need
may be, whether or not they needed to have some type of special
placement.

Senator FAIRCLOTH. 300 a month?
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Ms. CROPP. 300 a month. Now part of this was due to a great
backlog. Again, I have to say the school system needs to be ap-
plauded in being able to accomplish that. But I would say to you,
Mr. Faircloth, we certainly would not continue at that level, and
we do not need to fund a continuation at that level. We raised con-
cerns along those lines.

STUDENT ENROLLMENT

I have to also say that the Council continues to have great con-
cern with regard to the student enrollment. The student enrollment
is at 77,000 students or thereabout. That is the exact same enroll-
ment that has been given probably for the past 6 or 8 years. We
have lost a large number of our citizens from the District of Colum-
bia. In the areas where we have lost the citizens, that was also the
area where we had the largest enrollment for our public schools.
What did they do, move and leave their children behind?

Something has to happen. Something has to change. We have
lost population in the city, but our schools have not lost any stu-
dents. I suspect there is a problem with regard to the number for
the enrollment for our schools. We also would like, in fact, the
Council has asked for us to have, an audit of the census and the
population for our school system.

Mr. BRIMMER. Mr. Chairman.
Senator FAIRCLOTH. You mean these areas of town that have lost

population are maintaining the school enrollment or increasing?
Ms. CROPP. The school enrollment for the city has not decreased

while the population of the city has decreased. In the areas of the
city where we have seen the largest decrease in our citizen popu-
lation happens to also be the area where we traditionally have the
higher number of student enrollment in our public schools. But
there has not been the—we do not see that nexus between the de-
crease in population and a decrease in schools. We feel strongly
that we need to get a handle on that.

Mr. BRIMMER. Mr. Chairman.
Senator FAIRCLOTH. Yes; Dr. Brimmer?

AUDIT OF ENROLLMENT FIGURES

Mr. BRIMMER. Sir, I would hope that you would permit me to ask
Ms. Ackerman to join me at the table to respond to some of the
questions you have gotten. This is a vital area as I mentioned. Spe-
cial education is the driver, but there is a great deal of divergence
of views. For example, the question of the enrollment in the
schools. We have just had an audit of the enrollment figures as
Congress mandated us to do. We are responsible for that now. We
did it, and the number came out to be in the neighborhood of
77,000.

ROLE OF SPECIAL EDUCATION

But the role of special education is vital. Our recommendation is
the figure in the budget for the schools, and that is an amount of
$545 million in local funds compared with $460 million a year ago,
an increase of $85 million.
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Ms. Ackerman can share with the committee a complete account.
She can do it briefly. But I would like very much for the committee
to hear that testimony from the person responsible rather than
simply from those of us who have oversight. May I call Ms. Acker-
man to the table briefly?

Senator FAIRCLOTH. You certainly may.
Mr. BRIMMER. Thank you.
Senator FAIRCLOTH. We would be delighted to hear what Ms.

Ackerman has to say.
Mr. BRIMMER. Thank you.
Mayor BARRY. Mr. Chairman, I hope you understand Ms. Cropp’s

and my position, the $60 million reduction. What they asked for
was just not a good budget. So I hope you understand our position.

Senator FAIRCLOTH. Yes; I do understand it.
Ms. CROPP. It was an increase, Mr. Faircloth. We support the fig-

ure that is in the budget, but we do not support more.
Senator FAIRCLOTH. OK.
Mr. BRIMMER. Ms. Arlene Ackerman, the CEO and superintend-

ent.
Senator FAIRCLOTH. Ms. Ackerman, if you would be as succinct

as you can and brief, we would appreciate it, but we want to hear
what you have to say.

Ms. ACKERMAN. OK. There were a couple of issues that did come
up in the last few minutes.

Senator FAIRCLOTH. Again, if you would, pull the mike forward,
real close.

Ms. ACKERMAN. Can you hear me now?
Senator FAIRCLOTH. Yes.

AUDIT OF ENROLLMENT

Ms. ACKERMAN. OK. There were a couple of issues that came up.
I would like to start with the enrollment. We did get an independ-
ent audit, and it did confirm that we have approximately 77,100
students. The year before our enrollment figures were 78,648, so
we are showing a decrease from the previous year. I mean, we are
not at the same, you know, we are not at the same number. We
are showing a decrease. So I want to say that the audit did confirm
that we do know how to count our students, and that our count
was relatively accurate within 1 or 2 percent.

ASSESSING 300 STUDENTS A MONTH FOR SPECIAL EDUCATION

The other issue is related to special education, and the numbers
that we put forward in terms of the cost of special education for
next year. The special education issue, everybody on this panel has
already said is the major driver of our budget. We spent $105 mil-
lion. We are assessing approximately 300 students and placing ap-
proximately 300 students a month. We anticipate for at least the
next year or so we will continue at that rate.

AVERAGE COST OF STUDENT OUTSIDE OF DISTRICT

We have a current backlog of about 2,500 students, and so we
are anticipating if we continue with the same kind of assessment
rate that we will still maintain the need to hire new teachers and
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new staff as we place students in the system. Our goal is to develop
programs within the system so that we do not have to place stu-
dents out of the District. The average cost of a student placed out-
side of the District is $48,000, so it is very important. The average
cost per child to be placed out of the system, out of the District,
is $48,000. So as we——

Senator FAIRCLOTH. May I ask about how many you have in that
category?

Ms. ACKERMAN. About 1,400. We anticipate 1,400 next year,
about 1,200 now.

Senator FAIRCLOTH. 1,400?
Ms. ACKERMAN. Yes; students.
Senator FAIRCLOTH. You are paying $48,000 per year?
Ms. ACKERMAN. That is the average cost.
Mayor BARRY. Also, Mr. Chairman, a number of these students

are placed there, by judges or hearing officers way outside the city,
some as far away as Minnesota and other places, which we really
want to try to figure out how we get programs locally to do that.

Senator FAIRCLOTH. I will have a question on that as soon as Ms.
Ackerman finishes.

Mayor BARRY. All right.

$600 MILLION BUDGET REQUEST

Ms. ACKERMAN. OK. The other thing that I wanted to say, in the
original $600 million budget, we did prorate the staffing for our
special education program knowing that at the beginning of the
school year we would not place all of those students, so it was ad-
justed for in the budget. I guess I wanted to make that clear, that
we did not put all of the—while it was counted that we would need
1,000 teachers, more teachers, by the end of the year—I mean
1,000 more staff to address our special education needs. We did
prorate that knowing that we would need so many per month.

Mr. BRIMMER. Well, Mr. Chairman, thank you for allowing Ms.
Ackerman to come forward. Again, I would want to stress one thing
for the committee. Special education is driving the District’s school
budget. Second, special education enrollment, all of the procedures
Ms. Ackerman described are court mandated for the most part.
Being required to adhere to standards set by the Federal Govern-
ment, and judges and monitors who are interpreting those, is a se-
rious matter. She has no option. If she fails to do the testing, and
so on, she is brought back into court. I want to stress that.

Senator FAIRCLOTH. Well, let me ask. This is something that I
have heard around the country, particularly as I move around
North Carolina, that this edict from the Federal Government on
special education—I believe we call it handicapped or what is the
term the Federal Government uses? What is the term we use here?

AMERICANS WITH DISABILITIES ACT

Ms. CROPP. The American with Disabilities.
Ms. ACKERMAN. Oh, the Disability?
Senator FAIRCLOTH. Yes; this is part of that?
Ms. ACKERMAN. Yes.
Senator FAIRCLOTH. This is where that is coming from?
Ms. ACKERMAN. [Nodding head.]
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Ms. CROPP. I think it grew out of Public Law 94–192, that legis-
lation. Initially, that was probably passed around 1982, and it is
Public Law 94–182. I believe that is the legislation that it initially
grew out of, how the placements started.

Senator FAIRCLOTH. Well, Ms. Ackerman, so the problem Wash-
ington is having might be more accelerated, but you were in Seattle
I believe?

Ms. ACKERMAN. Right.
Senator FAIRCLOTH. Was the problem as severe there as here?
Ms. ACKERMAN. Well, it is complicated for sure here because of

the court mandates, and special education is certainly a problem
across this country because it is an unfunded mandate for many of
the school districts. Here, it is complicated because of the court
mandates that come with it.

We are under a lot of scrutiny. Dr. Brimmer said that we are in
sort of a catch-22. We have to assess more students. As we assess
more students and place them, the goal is to place them inside of
the school district in programs there, because if we do not, the par-
ents and the lawyers can decide to place them outside of the school
district because there are not programs inside. We are caught be-
tween a rock and a hard place here. We must continue to assess
students, and we have to have programs inside of the school dis-
trict to bring down the cost of out-of-district placement.

Ms. CROPP. Mr. Faircloth. Senator.
Senator FAIRCLOTH. Yes?

HURT HOME

Ms. CROPP. One of the things that needs to happen, I suspect
here and other places and what we are attempting to do, is to also
provide the appropriate facility or learning environment for our
students here. Our goal is to be able to bring as many back to the
District of Columbia as possible, which means that we have to get
that type of educational environment for them. The Hurt Home is
one example of something that was done in the District of Colum-
bia probably about 2 or 3 years ago where we were able to bring
several students, about 20 students, from outside placement back
to the District of Columbia. We hope to be able to expand our ca-
pacity to do that.

COST OF SPECIAL EDUCATION

Senator FAIRCLOTH. I just ran some figures here and I cannot be-
lieve, I must have counted wrong, but I am looking at about $65
million plus, $68 million for special education.

Ms. ACKERMAN. Yes; it is $105 million. We anticipate $105 mil-
lion spent this year. For next year, we see that it will grow ap-
proximately $156 million, and that is within what we can see as
coming. We will spend approximately $24 million on transportation
for about 2,400 students. That is 10,000 per child on transpor-
tation. We actually have some students who are on a bus with one
child, an attendant and a bus driver. We have——

Senator FAIRCLOTH. One driver?
Ms. ACKERMAN. One driver.
Senator FAIRCLOTH. An attendant?
Ms. ACKERMAN. One attendant.



142

Senator FAIRCLOTH. And a student?
Ms. ACKERMAN. And one child.
Ms. CROPP. We are mandated for that.
Ms. ACKERMAN. We are mandated.
Ms. CROPP. We do not want to do that.
Ms. ACKERMAN. That is right.
Ms. CROPP. We are mandated to do that.
Senator FAIRCLOTH. I understand.
Well, let me ask. This is not a problem, Mr. Mayor, that is pecu-

liar to the District. It is something that we would have to address
on a national level; is that not right?

NUMBER OF DAYS TO ASSESS STUDENTS

Mayor BARRY. I think it is peculiar, Senator, in the sense that
we are under this court order, and also we have 50 days in which
to assess these students, which is really one-half the time that you
have around the country. In most school districts, you have be-
tween 125 days from the time a parent asks that their youngster
be assessed through these various psychological tests and other
kinds of tests.

As a result of that, a lot of these lawyers on the 51st day or the
52d day represent these parents and get them into these very ex-
pensive private school settings, where in other places in the coun-
try within 125 days you have a chance to assess and in most in-
stances try to place them in the school district itself. So that is
what is unique about it. Also, something else is strange here.

Senator FAIRCLOTH. Those number of days to assess?
Mayor BARRY. I beg your pardon?
Ms. CROPP. That was recently changed.
Mayor BARRY. Yes; the Council passed that.
Ms. CROPP. Yes; we have recently passed legislation to change

that.
Mayor BARRY. It is not effective yet.
Ms. CROPP. I am not certain where it is now. I believe the Mayor

has signed it.
Senator FAIRCLOTH. It is in this budget, isn’t it?
Ms. CROPP. Yes.
Mayor BARRY. In this budget, yes.
Ms. CROPP. But we have passed it. We have put it in this budget

to try to expedite the process.
Ms. ACKERMAN. Senator, I wanted to say one other thing as it

relates to special education. We are in a reactionary mode for sure
with special education. But one of the things——

Senator FAIRCLOTH. What do you mean ‘‘We are in a reactionary
mode’’?

Ms. ACKERMAN. Well, I mean we are reacting to the courts. We
are reacting to the unfunded——

INSTRUCTIONAL PROCESS

Senator FAIRCLOTH. We are trying to follow the mandate?
Ms. ACKERMAN. That is right. But one of the things I want to

emphasize is that the original budget did address was improve-
ment of the instructional process. Because until you improve the
instructional process, you will continue to have students who fall
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behind. And when they fall behind, we get into again this vicious
circle of trying to address their individual needs. So the goal was
to put more reading teachers into our classrooms, more instruc-
tional programs that would address needs early on.

Mr. BRIMMER. Mr. Chairman, on that point we did insist on put-
ting money into this budget so that Ms. Ackerman could get start-
ed on some of the reforms she has just described. In the first ver-
sion of the proposed cuts that we were discussing when we were
looking for a consensus budget, the number was cut even further.
We resisted that, so she does have some money. She will be able
to get started on some of these more fundamental improvements.
But I wanted to stress that special education is a problem. Hope-
fully, we can focus on this at a later date.

Senator FAIRCLOTH. Well, I think we will have to. I think it has
become a lawyer’s heyday. I suspect that a lot of parents are using
it as a way of getting their children in different schools, in different
situations and what they might consider a better school situation.
There is not any way that any governmental entity can run a bus
up and down the road with a driver, an attendant and one student.
We will look at that again.

METRO STATION AT NEW CONVENTION CENTER

Ms. Cropp, the President’s budget proposal for the District in-
cludes $25 million for improvements to the Metro station near the
planned new convention center. I understand that the Council and
the Control Board have approved the new convention center, pro-
vided the cost is capped at $650 million. Is there any way that we
can be sure that the $25 million for the Metro station is not used
to get around the $650 million cap, or do you have any objection
to language which would make it clear that the $25 million and
other Federal funds may not be used until the convention center
contract is let?

Ms. CROPP. I certainly believe that we have opportunities to en-
sure that the $25 million will be used for the Metro funding, and
we do not have any objection to that. I would suspect, however,
that we would not want to create language that would delay the
building of that Metro stop if, in fact, it needs to be done in con-
junction. So if the committee’s intention is to make sure that the
dollars are used only for Metro, I would encourage that. But I
would not say delay it until after other expenditures have been
made. Just develop language that would limit that $25 million for
Metro only. We have no problems in doing that.

Mayor BARRY. Mr. Chairman, there has been some accountability
and guarantees. First of all, it was difficult to get this kind of con-
tract. I mean, this is a——

Senator FAIRCLOTH. On the——
Mayor BARRY. On the fixed price. That is difficult and it is un-

usual to happen in this kind of industry because of overruns, but
they have come to a decision on the amount of money. The conven-
tion center board has sent to the Council its financing based on
that. My suggestion would be, if the committee is concerned, you
put a strong paragraph in the committee report as opposed to lan-
guage—there is no way that the city would spend this money ex-
cept on the Metro stop. It may be that the money may have to be
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spent as part of the construction phase of this and long before the
convention center itself. I would suggest language in the committee
report expressing concern. But the Council and the Mayor——

Senator FAIRCLOTH. No problem with that.
Mayor BARRY. Thank you.

SCHOOLS OPENING ON TIME

Senator FAIRCLOTH. I am beginning to wind up my thoughts
here. But as I mentioned earlier, and anybody can take this on that
will—you, Dr. Brimmer, Ms. Cropp or Mayor Barry—I keep hear-
ing the rumblings, now I cannot attest to them and maybe Dr. Ack-
erman has more—that the schools are not quite ready. The boilers
have not been fixed, some of the roofs, the bids for repairs, the type
of things that could delay. In a flat word, are the schools going to
open on time, all of them?

Mr. BRIMMER. I would rather Ms. Ackerman speak from the aca-
demic side.

Senator FAIRCLOTH. I would like for Ms. Ackerman to answer
that question.

Mr. BRIMMER. I would like to speak on the question of the re-
pairs, because we have a different setup this year. We at the Con-
trol Board have responsibility for the overall schools, and we have
asked the chief procurement officer, Mr. Fike, to take on the re-
sponsibilities for monitoring those contracts. We have asked Dr.
Barnett to oversee the functions and activities of the procurement
officer. She shared with us——

STATUS OF SCHOOL CONSTRUCTION

Senator FAIRCLOTH. You asked who to do that?
Mr. BRIMMER. Dr. Barnett. She shared with us today at the Con-

trol Board an interesting report on the status of the planning and
the contracts for school construction. She assured us that they were
highly confident that it would be done. Again, if you want a few
minutes’ description from her, I would be delighted to ask her to
do it.

Senator FAIRCLOTH. All right. I would because this is the big
question I think we are facing.

Mr. BRIMMER. All right.
Dr. Barnett.
Senator FAIRCLOTH. Dr. Barnett, if you would not mind, we have

an extra chair down here. My question is very simple. [Laughter.]
Are the schools going to open on school opening day?
Ms. ACKERMAN. And my answer is very short. Yes.
Senator FAIRCLOTH. Dr. Barnett, would you like to elaborate?
Ms. BARNETT. Do you want me to add to that?
Senator FAIRCLOTH. Well, I do not know that it really needs add-

ing to. But if there is any insight you might give us as to assure
us that Dr. Ackerman is right, why, I would like to hear that—
maybe what we would call cold clocked.

Mr. BRIMMER. Mr. Chairman, Dr. Barnett may not—you may not
want her to do it, but I would want her to do it. I will ask her to
summarize for the benefit of the committee the report she gave us.
Because you are absolutely right, there are a great deal of rumors
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around, speculation, and it is doing harm. I think we ought to have
a clear statement on the record as to what the status is.

Dr. Barnett.
Senator FAIRCLOTH. You will have to pay attention to the ru-

mors.
Ms. BARNETT. There are a couple of things that are significantly

different about the contracts this year with——
Senator FAIRCLOTH. Again, if you do not mind.
Ms. BARNETT [continuing]. Repairing the schools than we had

last year. One of the most significant things is that we are starting
earlier. We are about 2 months ahead of where we were last year
so that we are starting the contracts earlier. We expect them to be
signed tomorrow or Friday. This will include all of the work on all
of the schools. Last summer, some contracts were started and then
some were started later. So all through the summer there were
contracts being initiated. All of the contracts are ready to go, and
all are ready and will start early.

Senator FAIRCLOTH. You say all work. This means boilers, roofs?
Ms. BARNETT. Yes; boilers and roofs.
Senator FAIRCLOTH. Whatever is necessary to open the schools?
Ms. BARNETT. Boilers and roofs primarily. There are about, I

think, 42 schools, and about one-third of the schools are involved.
About 25 of the schools have roof repairs. We have also got the
Corps of Engineers working on these repairs this year, so our de-
sign and construction and our specifications are better than they
were last year. We also have a group that is pretty used to con-
struction helping us with these projects.

CONTINGENCY PLANNING

For those reasons, I think we have changed the process signifi-
cantly so that we will be able to assure people that we will be able
to open the schools on time. The other thing that we are doing is
more contingency planning so that we will be awarding additional
contracts so that if there are problems with performance with any
of the contractors, we will have substitutes to come in and will not
lose any time. For those reasons, I concur on Dr. Ackerman’s sug-
gestions that we will open the schools on time.

Mr. BRIMMER. Mr. Chairman, just further assurance. Under our
rules and regulations I signed those contracts.

Senator FAIRCLOTH. Yes.
Mr. BRIMMER. I asked Dr. Barnett whether they could be deliv-

ered so that I could sign them by the close of business tomorrow.
She assured me they would be, so I will be waiting to sign the con-
tracts tomorrow.

OPENING OF SCHOOLS LATE

Senator FAIRCLOTH. Well, this is good news for the city. Because
the school system—there are many, many problems with the city,
but the most embarrassing thing ever was the fact that we went
for weeks and literally months last year and could not open the
schools. You mentioned one thing, and this is just a housekeeping
matter, but have you prepared legislative language to change the
time line of the District’s audit from three to five?

Mr. BRIMMER. Yes; we have it and we will share it.
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Senator FAIRCLOTH. All right. If you will provide it to us, we will
go with it.

Mr. BRIMMER. Thank you.
[The information follows:]

LETTER FROM E. BARRETT PRETTYMAN, JR.

GOVERNMENT OF THE DISTRICT OF COLUMBIA,
Washington, DC, April 23, 1998.

Rep. THOMAS M. DAVIS III,
Chairman, Subcommittee on the District of Columbia Committee on Government Re-

form and Oversight,
Washington, DC.

DEAR CHAIRMAN DAVIS: Three years ago, the 104th Congress enacted Public Law
104–8, the D.C. Financial Responsibility and Management Assistance Act of 1995.
That important piece of legislation contained, among other things, provisions sub-
stantially revising the powers and duties of the Inspector General of the District of
Columbia. As the current holder of that Office, I am writing to request a modifica-
tion to one of those provisions.

Under Section 303(b) of Public Law 104–8, the Inspector General is responsible
for contracting with an independent outside auditor to perform an annual audit of
the District’s financial statement and report for each fiscal year. That same section
also provides, however, that the Inspector General may not award the audit contract
to the same auditor for more than three consecutive years. Section 303(b) reads In
relevant part as follows:

‘‘The Inspector General shall enter into a contract with an auditor who is not an
officer or employee of the Office to audit the financial statement and report [of the
D.C. Government] for a fiscal year, except that the financial statement and report
may not be audited by the same auditor (or an auditor employed by or affiliated
with the same auditor) for more than 3 consecutive fiscal years.’’

Public Law No. 104–8, § 303(b)(2), codified at D.C. Code § 1–1182.8(a)(4).
After careful consideration I have come to the conclusion that Section 303(b)

should be amended to bar the award of the annual audit contract to the same audi-
tor for more than five consecutive years rather than three. I am convinced that this
change will increase competition among firms bidding for the audit contract, reduce
the cost of performing the audit, and result in substantial savings to the District.

Auditing a large and complex public entity like the Government of the District
of Columbia is a massive and difficult undertaking. For an auditor doing so for the
first time, the learning curve—the time and effort it takes to ‘‘learn the ropes’’—
is steep indeed. After the first year, however, the audit can be performed more effi-
ciently, and at less cost. Thus, the annual cost of an audit decreases with each year
that the same auditor performs it.

This point was made in 1988 by the National Intergovernment Audit Forum
(NIAF), an association of federal, state, and local government auditors headed at
that time by then-U.S. Comptroller General Charles Bowsher. In a widely-consulted
handbook designed to help public entities procure high quality external audits,
NIAF explained that multiyear contracts reduce the cost of audit services and there-
fore lower the price of such services:

‘‘The first year of an audit engagement usually involves significant start-up costs
as auditors devote considerable time to learning about the entity and its internal
control systems. Having completed this groundwork, the auditor usually is able to
work at less cost in the succeeding years. If authorized by law, a multiyear agree-
ment—perhaps a 1-year agreement with the option to extend the agreement for up
to five years—has a dual advantage: It enables an auditor to propose a price that
takes into account the savings to be realized in subsequent years and saves the en-
tity the costs associated with repeating the selection process.’’

NIAF, ‘‘How to Avoid a Substandard Audit: Suggestions for Procuring an Audit’’
6 (May 1988). See also ‘‘Government Finance Officers Association,’’ Audit Manage-
ment Handbook 25 (1989) (making a similar observation and noting that, ‘‘[a]s a
general rule, multiyear contracts provide governments with substantial audit sav-
ings’’).

Significantly, my proposal for five-year audit contracts finds support in a 1987 re-
port issued by Congress’ own General Accounting Offing (GAO). In the 1980’s, the
GAO conducted a survey of the procedures used by state and local governments to
obtain the services of public accounting firms. The GAO concluded that public enti-
ties should use five-year audit agreements. The GAO report states:
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‘‘In discussions with us, many of our experts stated that multiyear contracts not
only provided an incentive for an audit firm to devote time submitting a well devel-
oped proposal and to establish its learning curve in the early years of the engage-
ment but also minimized staff resources the entity spent on procuring audit serv-
ices. In addition, according to experts, the audit firm recovers some of its costs and
realizes a profit in the second, third, or fourth year of the engagement. Further, two
CPA’s on our panel stated that their firms could minimize the risk of producing a
poor quality audit and make the greatest contribution to improving program and fi-
nancial operations in the final years of their multiyear agreements. This is due, in
their opinion, to the knowledge a firm can acquire over a period of time while per-
forming an audit.

‘‘During our study, we found that some entities engaged in multiyear agreements.
These multiyear agreements normally provided for annual contract renewal at the
entity’s option—usually contingent upon the audit firm performing acceptable qual-
ity work. Although there was some disagreement as to the ideal length of a
multiyear agreement, most of the experts we spoke with indicated a range of from
3 to 5 years. We agree that entities should consider using multiyear agreements,
preferably of a 5-year duration due to the potential cost savings and continuity ben-
efits over the long-term.’’

U.S. General Accounting Office, Report to the Chairman, Legislation and National
Security Subcomm., House Comm. on Government Operations, House of Representa-
tives: CPA Audit Quality: A Framework for Procuring Audit Services, GAO/AFMD–
87–34, at 28 (Aug. 1987).

A recent study of the auditor rotation practices of public entities found that a
large majority of those entities responding to a survey—68 percent—had no law or
policy requiring the rotation of auditors. Of those public entities with such a law
or policy, 20 percent rotated auditors after three years, 25 percent after four years,
43 percent after five years, and 12 percent after six or more years. See J. Wendell,
T. Pearson & T. Oregon, ‘‘Auditor Rotation Policies of Governmental Entities,’’ Gov-
ernment Finance Review 61–62 (April 1998). Thus, a majority of the surveyed enti-
ties (55 percent) rotated auditors after five years or more. A distinct minority (20
percent) required the rotation of auditors as frequently as Public Law 104–8 man-
dates with respect to the District’s annual audit.

Three examples illustrate the auditor rotation requirements of other govern-
mental entities:

The City of New York hires a firm of certified public accountants to do an annual
audit of the City’s consolidated operating accounts and year-end assets (unless the
audit is performed by the state comptroller). Chapter 5, Section 95 of the New York
City Charter provides that ‘‘[n]o firm of certified public accountants shall perform
any such audit or a part of such audit for more than eight consecutive years pro-
vided, however, that no audit engagement contract shall exceed four years.’’

The County of Milwaukee, Wisconsin, engages outside auditors to perform annual
financial and compliance audits of the County. Under County policy,‘‘an outside firm
may provide services regarding a particular audit engagement for no more than six
conserve years’’ and ‘‘at the discretion of the Director of Audits, one-year extension
beyond the six consecutive years is permitted.’’ Milwaukee County Administrative
Manual, Policy No. R–373 (Feb. 17, 1983).

The Council of the City and County of Honolulu, Hawaii, contracts for independ-
ent annual financial audits of the City’s operations. A resolution adopted by the
Council provides that ‘‘[t]he auditor or auditing firm selected shall be retained for
[a] four-year period’’ although ‘‘[a]n incumbent auditor or auditing firm shall not be
eligible for the subsequent four-year period.’’ Council Resolution No. 86–239 (July
9, 1986).

Prior to the adoption of Public Law 104–8, D.C. law provided that the auditor se-
lected to perform the District’s annual audit would perform the audit for a four year
period, but could not succeed himself. See D.C. Code § 47–119. My proposal thus
represents a partial return to the practice that prevailed in the District before 1995.
Unlike now, however, prior to 1995 the auditor was selected, not by the Inspector
General, but by the Mayor with the advice and consent of the D.C. Council.

I am concerned that at present too few auditors are bidding on the annual audit
contract and that too much is being paid by the District for the audit. This year
only one firm—Mitchell & Titus—submitted a proposal in response to our solicita-
tion. During the bidding period, I had to inform another firm interested in submit-
ting a bid—Thompson, Cobb, Bazilio & Associates—that it was disqualified because
for the past three years it had assisted the firm that performed the annual audit
and, under Public Law 104–8, the contract may not be awarded to ‘‘the same auditor
(or an auditor employed by or affiliated with the same auditor, for more than 3 con-
secutive fiscal years.’’ (emphasis added).
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In a letter dated April 10, 1998, Arthur Andersen, one of the largest public ac-
counting firms in the country, explained that one of the reasons it did not submit
a proposal was the three-year mandatory rotation requirement. (The other reason
concerned the indemnification clause of the audit contract.) In its letter, Arthur An-
dersen stated that ‘‘[t]he frequent rotation of auditors reduces the ability of an au-
diting firm to gain the in-depth understanding of the D.C. Government’s operations
that we believe is required.’’ Arthur Andersen expressed precisely the same concern
when it declined to submit a bid last year. We have also been told informally that
the three-year rotation requirement is one important reason why none of the other
national public accounting firms submitted a bid this year.

While few firms have shown interest in the annual audit in recent years, the cost
of the audit to the District has become considerable. KPMG Peat Marwick, which
performed the audits for fiscal years 1995 through 1997, received $2.2 million for
each of fiscal year 1995 and fiscal year 1996, and $2.8 million for fiscal year 1997—
a total of $7.2 million over the three-year period. Mitchell & Titus’ proposal—which,
again, is the only proposal we received this year—is for $1.8 million for fiscal year
1998, $1.86 million for fiscal year 1999, and $1.9 million for fiscal year 2000.

It is noteworthy that the District paid much less for the annual audit in the years
prior to the adoption of Public Law 104–8, when the audit contract could be award-
ed for four years. Coopers & Lybrand, which performed the audits for fiscal years
1992 through 1994, was paid $931,400 for fiscal year 1992, $946,550 for fiscal year
1993, and $1,032,050 for fiscal year 1994. (Although Coopers was initially awarded
the contract for fiscal year 1995, it did not actually perform it.) KPMG was paid
approximately $835,000 to $855,000 per audit for fiscal years 1988 through 1991.
Although several factors are responsible for the rise in the cost of the annual audit
over the last decade, I believe that one important cause of the increase is the inabil-
ity of this Office to award the audit contract for longer than three years.

The rising cost of the annual audit over the last decade is reflected in the follow-
ing chart:
Fiscal year 1988–91 (KPMG) (approx.) ................................................ $845,000
Fiscal year 1992 (Coopers) .................................................................... 931,400
Fiscal year 1993 (Coopers) .................................................................... 946,550
Fiscal year 1994 (Coopers) .................................................................... 1,032,050
Fiscal year 1995 (KPMG) ...................................................................... 2,200,000
Fiscal year 1996 (KPMG) ...................................................................... 2,200,000
Fiscal year 1997 (KPMG) ...................................................................... 2,800,000

I understand that the 104th Congress had sound policy reasons for insisting that
the contract to audit the D.C. Government change hands periodically. Rotating audi-
tors every few years can bring a fresh perspective and new ideas to the task. Never-
theless, because of the efficiencies and cost savings to be gained by longer contracts,
I now believe that the line should be drawn at five years rather than three.

Thank you for considering this proposal. I am prepared to provide any assistance
that you or your stay should require.

Sincerely,
E. BARRETT PRETTYMAN, Jr.,

D.C. Inspector General.

Senator FAIRCLOTH. I want to thank you for, all of you for, being
here today and for what you have done. Now, certainly we are
going to study the budget. We will be looking at it and we will
probably be back talking to you all. But does anyone have anything
else that we might have failed to give you time to say?

Mayor Barry, any comments you would like to make before we
close the hearing?

Mayor BARRY. Well, I look forward to coming back up here ob-
serving next year. [Laughter.]

Senator FAIRCLOTH. We will keep your chair.
Ms. Cropp.

CONSENSUS BUDGET

Ms. CROPP. Only that we look forward to your supporting this
consensus budget. I think it says an awful lot for all three of us
and our prospective members to come together on a consensus
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budget that will help make the District of Columbia a much strong-
er and better functioning city. At this point, we need for Congress
to join us in partnership to make our city work. We have put aside
all of our own personal ideas sometimes to look at what was best
for the city. This budget represents in our belief, our collective be-
lief, and believe me that was not an easy task when you bring the
Mayor, the Council and the Financial Authority all together.

We worked extremely hard. We worked on Saturdays, we worked
on Sundays and we put in an awful lot of time to put together a
budget that we believe—feel strongly that it is a good budget on
behalf of the citizens of the District of Columbia that will move this
city forward. We ask for your support in this budget and in our ef-
forts.

Mayor BARRY. Mr. Chairman, let me underscore the significance
of the three of us coming together. As an elected official, you know
that your constituency expects you to advocate and push certain
points of view. It may seem to be very easy on the surface dealing
with personalities and dealing with institutions. But we were able
to overcome whatever philosophical differences or program dif-
ferences and compromise. Also, I would hope that the Congress
would appreciate the tremendous amount of flexibility that we
came to this table with. That was not the case last year, quite
frankly. We came up with two budgets.

Senator FAIRCLOTH. I am quite aware that it was not.
Mayor BARRY. Well, I wanted to underscore that.
Ms. CROPP. I would also just like to recognize that I am joined

here today by two members of the Council, David Catania, at-large
member, and Hilda Mason, at-large member.

Senator FAIRCLOTH. Would they stand up please so we can
all——

Well, let me say there are 535 members of the Congress, and I
certainly do not intend to speak for but one of them. But the role
of the Congress and the desire of the Congress, and for this point
I can speak for the other 534, they want to see the best possible
Capital of this country that we can have.

As I said earlier, I do not find a stinginess on the part of the
Congress when it comes to working with the District of Columbia
on the financial aspects of what we need to do to bring the capital
city to what we all want it to be, the residents and the country as
a whole and certainly the Congress. So bear in mind the Congress
is not the enemy. The Congress is your partner to try to bring the
city to the type of city we would all be proud of. That is the goal
of the Congress, too.

Dr. Brimmer, would you?

CITY AUDIT

Mr. BRIMMER. Two quick points, Mr. Chairman. I mentioned that
we are reviewing the question of the audit. We have in the budget
now an amount of money that is in the neighborhood of $1.5 mil-
lion. We may end up having to spend more than that. As we make
further progress of reviewing this, I might have to come to you and
say that we need an additional amount as a part of the appropria-
tion. I hope you will give me the opportunity to do that.
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INFRASTRUCTURE FUND

Second, in my testimony I spell out a request that the Congress
appropriate some money in the neighborhood of $200 million plus
for infrastructure. I explain in my testimony why we would like to
have those funds appropriated by the Congress and charged to and
given to the Control Board and how we would seek to spend it. I
spell out in here an attempt to respond to some of the things you
have raised. You have visited some of these police stations. You
know what conditions many of these facilities are in. We feel we
need to get on with trying to improve those, and we are asking for
some funds to do that. I did not mention it in my first go around,
but it is in my statement.

Thank you very much.
Senator FAIRCLOTH. Thank you very much, Dr. Brimmer.

PREPARED STATEMENT

I would like to note that Senator Boxer had planned to be with
us today, but was unable to be here because of conflicting commit-
tee responsibilities. Without objection, Senator Boxer’s opening
statement and questions will be incorporated in the record, along
with the answers prepared by the witnesses to her questions. So
you will get a copy of this.

[The statement follows:}

PREPARED STATEMENT OF SENATOR BOXER

I would like to thank Senator Faircloth for his tireless efforts as Chairman of the
District of Columbia Appropriations Subcommittee. He has spent countless hours on
the largely thankless task of addressing the District’s financial ills, and I am happy
that we have been able to work together to begin to make some progress for the
District. Today, the District budget is actually in surplus, which pleases me very
much.

I welcome our witnesses at today’s hearing—Mayor Marion Barry, D.C. Council
Chairwoman Linda Cropp, and Dr. Andrew Brimmer, Chairman of the Control
Board.

The Subcommittee is meeting today to hear from our witnesses on the proposed
fiscal year 1999 budget. The budget proposal submitted by the President calls for
an appropriation of $486 million, while the budget proposal submitted by the Dis-
trict calls for an additional $254 million for infrastructure development. I hope that
our witnesses today can address and explain this discrepancy.

The budget reflects the changes in government operations which have resulted
from the federal government’s assumption of city functions that parallel the respon-
sibilities of a state government. The budget also reflects significant investment in
implementing management reforms and promoting infrastructure development. I
look forward to hearing from our witnesses about the impact of these changes and
priorities on the quality of life of the citizens in our nation’s capital.

Unfortunately, I have conflicting commitments today and will not be able to per-
sonally attend the hearing. However, I have a number of items that I would like
to have included in the record. With the Chairman’s approval, I would ask unani-
mous consent that my questions and inserts be placed into the record of this hear-
ing, along with responses from the witnesses to my questions.

I thank the Chairman for his accommodation.

ADDITIONAL COMMITTEE QUESTIONS

Senator FAIRCLOTH. I want to thank all of you for the testimony
and for the government service you have rendered and are render-
ing. It is a pretty thankless occupation. I think all of us that have
been in it can attest to that.
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1 In fact, the Council led an effort to increase funding for programs in the Addiction Preven-
tion and Recovery Administration in fiscal year 1999.

Your testimony today, I want to ask that anybody that would
like to submit answers or ask further questions, that the sub-
committee will keep the record open until 5 p.m., Tuesday, June
16. If anybody would like to submit additional questions, then we
would forward them to you all for answers.

[The following questions were not asked at the hearing, but were
submitted to the Departments for response subsequent to the hear-
ing:]

COUNCIL OF THE DISTRICT OF COLUMBIA

QUESTIONS SUBMITTED BY SENATOR FAIRCLOTH

Question. Several reputable non-profit organizations (Salvation Army, YMCA)
have reported to the Committee that they have asked the Council for funds to assist
them in providing services to children and those suffering from alcohol and drug
abuse, and that they have not had much success.

What is the Council’s process for reviewing requests for financial support by non-
profit groups in the DC community?

Answer. Non-profit groups in the DC community often make numerous requests
for financial support to the Chairperson of the Committee on Human Services in the
DC Council. The Committee’s standard procedure is to forward the request to the
Director of the appropriate agency, i.e., the Department of Health, the Department
of Human Services, etc., for review and consideration. In the event that a particular
program is believed to deserve assistance, the Chairman meets with the non-profit
group, visits the program site, and then arranges for them to meet the appropriate
Department Director who can provide grant funding.

Regarding the Salvation Army, the Committee Chairperson, Sandy Allen did meet
with their officials about their Harbor Lights Program. She also toured their facility
and arranged for them to meet with the Directors in the Departments of Human
Services and Health. She believes that the Department of Health is attempting to
collaborate with the Salvation Army in this program. As for the YMCA, the Commit-
tee has not received such a request.

Question. Is the Council willing to provide some matching funds for programs that
it considers worthwhile?

Answer. As the legislative branch of the District Government, the decision to
make financial awards to individual organizations is not a responsibility of the
Council. While the Council knows of many non-profit groups and their laudable and
worthwhile programs in substance abuse 1 it is not able to provide any matching
funds. Such program decisions are handled by the Executive Branch, the Financial
Authority, and the various departments involved.

Question. The District’s proposed budget transfers 16 employees and $667,000
from the Office of Personnel to the Human Resource Development to account for
‘‘performance management initiative.’’ Please explain for the Committee what is
meant by ‘‘performance management initiative’’ and why they cost $667,000 and
take 16 full-time employees to implement?

Answer. The performance management initiative is an effort to improve the eval-
uation of District employees by their supervisors. This is consistent with DC Act 12–
326, the ‘‘Omnibus Personnel Reform Act of 1998’’ which was enacted by the Council
in March 1998 and completed the 30-day Congressional review period on June 10,
1998.

The legislation links pay to performance for the first time. Managers and employ-
ees will have to develop individual performance plans and employees will be rated
at least once a year according to four different levels listed below.

—(i) ‘‘exceeds expectations’’
—(ii) ‘‘achieves expectations’’
—(iii) ‘‘below expectations’’
—(iv) ‘‘unacceptable’’
In order to receive a periodic step increase, employees must receive a rating of

‘‘exceeds expectations’’ or ‘‘achieves expectations.’’ The performance management ini-
tiative is designed to fund training for managers in the development and monitoring
of employee performance plans and in the evaluation of employee performance. This
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initiative is a critical part of the District’s effort to upgrade services throughout the
government.

The fiscal year 1999 budget does not transfer 16 employees from the Office of Per-
sonnel to the Human Resources Development fund simply for a performance man-
agement initiative. The 16 employees cover a range of issue areas, including several
training programs (one for high-level managers, one for mid-level managers, and
one for entry-level employees); benefit programs (including studies of potential
changes to the District’s disability, health insurance, and retirement programs); an
executive recruitment program; job classification; and, the performance management
initiative.

Question. The District plans to almost double the staff of the Department of Con-
sumer and Regulatory Affairs from 187 to 346 FTE’s. What new responsibility does
the Department plan to assume to warrant this increase in personnel?

Answer. The agency does not plan to double the staff of the Department of Con-
sumer and Regulatory Affairs (DCRA) nor assume any new responsibilities in fiscal
year 1999. This figure was attributed to a computer error in the fiscal year 1998
budget document. The 187 FTE’s referenced in the fiscal year 1998 budget refer to
employees that comprised the health regulation and inspection functions of DCRA.
When those employees were transferred to the Department of Health in fiscal year
1998, they remained in DCRA agency code, ‘‘CR.’’ All of DCRA’s remaining employ-
ees converted over to the (‘‘EB’’) agency code, thus the discrepancy in the FTE num-
ber. For fiscal year 1999, 346 FTE’s is the correct figure of employees allocated to
DCRA.

Question. Last week the Council passed legislation approving construction of the
new Convention Center at the Mt. Vernon location. As part of this legislation, the
Council voted to cap expenditures at $650 million.

If midway through construction of the Convention Center, the contractors tell Dis-
trict leaders they will need a few more million dollars to put the roof on to complete
the project, what will be the Council’s options?

Answer. The Washington Convention Center Authority (WCCA) reached agree-
ment with its Construction Manager (CM) on a Guaranteed Maximum Price (GMP)
of $550.6 million for construction of the new convention center. The CM, a joint-ven-
ture of Clark Construction Company and the Sherman R. Smoot Construction Com-
pany, will construct the new facility at the Mount Vernon Square site for an amount
not to exceed this GMP. The attached schedule of construction risks and liabilities
(see Chart 1) indicates responsibilities for completion of the project.

Since mid-February 1998, the CM, the WCCA, and its architect/engineering team
have engaged in an intensive design review process. As part of the process, the par-
ties have done the following:

—(i) engaged in value engineering to minimize the cost of construction;
—(ii) validated the design;
—(iii) clarified ambiguities and inconsistencies in the design;
—(iv) agreed upon the CM’s scope of work; and,
—(v) reviewed the design for ‘‘constructibility’’ and coordinating issues.
The drawings and specifications for the project incorporate the results of this de-

sign review.
As WCCA moves forward, the CM will be required to participate in the periodic

design and budget reviews in order to continue the value engineering process and
to insure that the final design is consistent with the GMP and the project’s scope
of work. He has developed a construction schedule that calls for completing the
building in March 2003. If there are any delays in meeting this schedule, i.e., if the
building is not occupiable by this date, Clark/Smoot will incur liquidated damages
in the amount of $50,000 per day for every day beyond the agreed upon completion
date.

The GMP does not include the costs of two activities that will occur off-site. As
you know, President Clinton’s fiscal year 1999 Budget allocates $25 million to the
Washington Metropolitan Area Transit Authority (WMATA) for the reconfiguration
of portions of the Mount Vernon Square metrorail station. Because the federal funds
will be transmitted under separate contract, this task has been removed from the
CM’s scope of work. Also, costs for off-site utility relocation will be offset by $10 mil-
lion in federal funds provided to the District through the Community Development
Block Grant program of the U.S. Department of Housing and Urban Development.

Question. Realistically, what protection does the cap give the District from cost
overruns?

Answer. The process of reaching the GMP for construction of the new convention
center has been thorough and rigorous. The WCCA has now achieved guaranteed
construction costs that allow the WCCA to stay within its $650 million total pro-
jected budget. The Council voted with confidence in the WCCA’s negotiated guaran-
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teed maximum price, yet maintains several avenues of resolve should unanticipated
costs arise. These include requiring the contractor to maintain an adequate amount
of insurance, periodic project oversight review, and approval of annual operating
and capital budgets.

Question. The consensus budget recommends $18 million for the Information
Technology Initiative within the Metropolitan Police Department.

Please describe these proposed initiatives and explain the goals to be achieved if
these initiatives are funded?

Answer. This Information Technology Initiative (ITI) is a $17,900,000 capital rec-
ommendation made as a result of the Booze-Allen management reform study man-
dated by Congress. This initiative is to provide officers with timely, accurate, and
comprehensive information to identify and apprehend suspects. This system should
reduce the time officers spend processing paperwork, which will translate into more
police on the street. Systems included in the ITI are the infrastructure, mobile data
computer, SWISS intelligence system, Public Works mobile reporting, automated
dispatch, and a records management system. The overall goal is to improve the in-
formation technology capability of the police department and thereby, increasing the
efficiency of the citywide policing.

Question. The Department of Corrections (DOC) budget restores funding for 53
teaching positions for an in-house education program.

Please explain this program and function.
Answer. The in-house education program provides courses taught by DOC employ-

ees as well as University of the District of Columbia staff. These programs include
adult basic education, general high school equivalency, and vocational education
courses. Educational activities include the testing and recommendation for the
placement of inmates in various academic and vocational programs according to
their interests, aptitude, and sentence structure. Additionally, inmates are encour-
aged to enroll in correspondence and other self-study courses.

Question. What is the cost of this program?
Answer. The projected fiscal year 1999 cost for education is $2.5 million. In fiscal

year 1998, the agency planned to privatize education and contract with a vendor for
the services. The fiscal year 1998 budget included $2.1 million in severance costs
for planned staff reduction in force (RIF) and $3.5 million for the education contract,
for a total education budget of $3.6 million. After the passage of the President’s Pri-
vatization Act, this agency—in conjunction with the Corrections Trustee—decided
not to privatize education and RIF educational employees as facilities closed. This
resulted in a net decrease in the fiscal year 1999 education budget of $1.1 million.

Question. The newly-established Corrections Trustee Office is budgeted to reim-
burse the District $185 million for costs related to the care and custody of the sen-
tenced adult felon population. The District’s budget projects the actual costs to be
$203.5 million, which is a difference of $18.5 million. Does the DOC proposed budget
include the additional $18.5 million?

Answer. The DOC local budget does not include this funding. However, the fiscal
year 1999 federal reimbursement amount (Trustee’s budget) proposed by the Dis-
trict for DOC does include funding for $18.5 million.
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OFFICE OF THE MAYOR

QUESTION SUBMITTED BY SENATOR FAIRCLOTH

Question. During the June 10, 1998 hearing, you testified that the District could
develop methods of ensuring that the $25 million proposed for transportation im-
provements for the Washington Convention Center project, if appropriated, would
only be used for those improvements and not be used for the construction of the con-
vention center.

Please identify the methods the District could adopt to ensure that any appro-
priated funds would be used for their intended purpose.

Answer. The President’s proposed budget which provides $25 million for improve-
ments to the new convention center Metro station states that those funds will go
directly to WMATA for the design and work for the station improvements. Apart
from the Metro station work, WMATA has no role in the construction of the new
convention center. Consequently, there is no possibility that any of those funds
could be used for the construction of the new convention center.

DISTRICT OF COLUMBIA FINANCIAL RESPONSIBILITY AND MANAGEMENT ASSISTANCE
AUTHORITY

QUESTIONS SUBMITTED BY SENATOR FAIRCLOTH

Question.The District’s proposed budget contains a request for $254,000,000 for in-
frastructure repairs to be used to improve the District’s schools, roads and police
and fire stations.

Please provide an explanation of this proposal and a spending schedule for the
requested funds.

Answer. The National Capital Revitalization Act of 1997 (‘‘Revitalization Act’’)
gave the District of Columbia the opportunity to achieve a balanced operating budg-
et. By enabling the District to align revenues with expenditures, the Revitalization
Act created the potential for balanced operating budgets over the long-term. How-
ever, because of years of inadequate funding, the District still faces a massive infra-
structure deficit.

While the exact size of the District’s infrastructure deficit has not yet been deter-
mined, it will be measured in the billions of dollars. While the deficit in transpor-
tation and public schools infrastructure are well documented, there are other defi-
cits. For example, police and fire facilities range in age from 20 to 50 years. They
suffer from the same deferred maintenance that was identified in schools. Libraries
and parks are in poor condition.

In April, 1997 the Authority issued a report, ‘‘Toward a More Equitable Relation-
ship: Structuring the District of Columbia’s State Functions’’, that addressed the re-
lationship between the District of Columbia and the national government. A part
of that report dealt with roads and bridges. It concluded that, while the District re-
ceives a proportional amount of federal funding to maintain its federal-aid highway
routes, these routes comprise only 40 percent of the District’s roadways. The re-
maining 60 percent of the roadways are locally designated roads and do not have
a viable source of funding. The District’s motor fuel tax revenues are currently used
to meet the required local matching share of federal funds. In fiscal year 1997 those
revenues were only approximately $28 million. This situation is not likely to im-
prove. Between 1977 and 1990 the number of gas stations in the District decreased
from 270 to 136, a 50 percent decrease. Another mitigating factor is the proximity
of the Maryland and Virginia suburbs. In most cities when customers purchase gas-
oline in suburban locations they are still paying the state gas tax, and the state may
distribute those funds as needed. That option is not available to the District when
purchases are made in Maryland and Virginia. Finally, the District does not possess
such options as tolls or other direct user charges for the use and maintenance of
its roadways and bridges.

The following table illustrates how the $254 million would be spent.

Proposed National Capital Infrastructure Fund

[In thousands of dollars]

District of Columbia Public Schools ............................................................... 132,000
Local Streets .................................................................................................... 87,000
Metropolitan Police Department .................................................................... 25,000
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Fire and Emergency Medical Services Department ..................................... 10,000

Total ....................................................................................................... 254,000
Question. Funds for this proposal were not included in the President’s proposed

budget, and the Subcommittee’s allocation does not include sufficient funds to pay
for this request. Do you recommend that other components of the President’s re-
quest not be funded in order to provide funds for infrastructure repairs?

Answer. The District of Columbia Financial Responsibility and Management As-
sistance Authority does not recommend that any of the items contained in the Presi-
dent’s budget request be reduced or eliminated in order to accommodate this re-
quest. The request for support of an appropriation for the National Capital Infra-
structure Fund is based upon the inability of the District to generate sufficient cap-
ital funds to maintain the infrastructure, without the support that other cities re-
ceive from their state governments. We hope that the Congress will consider the
above discussion, the April, 1997 report and the arguments contained in the fiscal
year 1999 operating budget justification material (page VII–1) and provide the Dis-
trict with the needed assistance.

Question. In 1997, Congress amended the Federal Payment Reauthorization Act
to require the Control Board to develop a Performance Accountability Plan for all
District departments, agencies and programs. The plans were to be submitted to
Congress by March 1, 1998. The Committee received a report this spring on Per-
formance Accountability, but it was more a road-map for performance manage-
ment—not the detailed plans required by law.

When can Congress expect to receive performance plans for each of the District’s
departments and agencies?

Answer. As part of the District’s Performance Management System that was out-
lined in the report submitted to Congress on March 2, 1998, the District of Colum-
bia is in the process of developing the annual Performance Accountability Plan. It
is expected that a draft of the Performance Accountability Plan will be submitted
to the relevant committees no later than, July 31, 1998. The final Performance Ac-
countability Plan will be submitted no later than, September 30, 1998.

Members of the staff of the Chief Management Officer and the Authority have
met with Committee staff, and with representatives from the General Accounting
Office to discuss the status of the District’s Performance Management System. A
timeline was developed. It is our intent to develop a Performance Accountability
Plan that not only complies with the requirements of the law but that also allows
us to implement a management system through which District government man-
agers, residents, and the Congress, can assess the effectiveness of the services pro-
vided by the government. The Performance Accountability Plan will contain specific
outcome and customer satisfaction performance measures. Additionally, the Per-
formance Accountability Plan will incorporate measures of the improvements in
service delivery resulting from the Management Reform Initiative that was part of
the National Capital Revitalization and Self Governance Improvement Act of 1997.

Our work to implement the Performance Management System is proceeding on
this schedule.

Question.The District’s proposed budget recommends a reduction of 12 full-time
equivalent positions from the Office of City Administrator.

Given the transfer of responsibility of 9 major agencies to the Chief Management
Officer, how does the Control Board justify funding 17 positions in this office for fis-
cal year 1999?

Answer. The consensus budget developed by the Authority, the Mayor, and mem-
bers of the Council provides for a reduction from 29 full-time equivalent positions
(FTE’s) and $4 million to 17 FTE’s and $1.16 million. The number of personnel re-
maining are provided to assist the Mayor in evaluating overall policy questions.

Question. Could the District better use the $1.16 million for infrastructure repairs
of the District’s schools and roads or for management reforms?

Answer. The District needs to take advantage of every opportunity to address its
multi-billion dollar deferred maintenance and infrastructure needs, however, it is
also important that policy questions are thoroughly considered and alternatives are
explored. To that end these resources will be valuable to the management reform
efforts of the District government.

Question. Did the District of Columbia receive any funds in the recently passed
highway bill passed by Congress?

If so, how much did the District receive, and what was it ear-marked for?
Answer. Under the federal-aid highway program, the District of Columbia receives

apportionments as if it were a state. Under the new Transportation Equity Act for
the 21st Century (TEA 21), Public Law 105–178 signed by the President on June
9, 1998, the District’s apportionment for fiscal year 1998 totals $87,933,000.
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The District’s Department of Public Works estimates that the required matching
funds required under the TEA 21 legislation will exceed the total revenues available
to the District’s Transportation Trust Fund. Primarily, these are comprised of
amounts collected from motor vehicle fuel taxes. This amounts to $5 million to $7
million annually. The Trust Fund currently realizes approximately $30 million an-
nually.

Section 1225 of the TEA 21 Restoration Act provides that the Secretary of Trans-
portation may approve substitute highway and transit projects in lieu of the con-
struction of the Barney Circle Freeway project. The effect of this provision is to ex-
tend, for up to four years, the amount of time that the District has to match and
make use of the $173 million in funds withdrawn from the interstate system project.

Question. In reviewing the District’s budget, it appears that as of December 20,
1997, the District employed 34,681 full-time equivalent positions.

The budget tables show a projected work force in fiscal year 1999 of 34,169 full-
time employees. This is a reduction of only about 500 employees.

Can you confirm for the Committee how many full-time equivalent positions were
employed by the District in fiscal year 1998?

Answer. While the fiscal year 1998 budget does not contain a limitation on the
number of FTE’s, the current estimate is that the District government will employ
32,885 FTE’s, on a gross budget basis, excluding FTE’s funded by intra-District
transfers. Of this number 25,819 are funded from local funds.

Question. How many full-time equivalent positions are you proposing to employs
for fiscal year 1999?

Answer. The consensus budget does not include a limitation on FTE positions, the
Authority believes that it is more important to control expenditures and monitor
service delivery levels rather than to regulate the number of personnel. However,
the District Office of Budget and Planning estimates that the fiscal year 1999 budg-
et will support 32,891 FTE’s, of which 24,683 are funded from local funds.

Question. In which departments are you reducing staff, and in which departments
are you increasing staff?

Answer. Attached is a copy of ‘‘Government of the District of Columbia Fiscal
Year 1999 Proposed Full-Time Equivalent Employment Authority—Local Funds’’.
This was included in the District’s operating budget document listing the estimated
changes in FTE employment from the current fiscal year.

Question. This year’s budget appropriates $319 million for 3 agencies under court-
ordered receivers.

Why did the budget drafters separate the receivers into a separate budget func-
tion?

Answer. For fiscal year 1999 the proposed budget includes a separate appropria-
tion account for three of the receiverships that are operating District of Columbia
government agencies. Returning those receiverships to District control is of vital im-
portance because of the loss of coordination over key governmental management and
budget functions. This results in the District government not achieving various pol-
icy and program objectives. The lack of budgetary independence is a liability for the
District because the receivers have historically claimed that they are under-funded
and demand additional resources as a requirement for improved service delivery.
This is often to the detriment of services not under the courts’ control.

To address this risk, the District must develop a comprehensive strategy for en-
suring the timely return of these agencies back to the control of the District. Court
orders mandate minimum service levels or timely action to remedy inadequately
managed programs. These orders contribute to the District’s high fixed expenses
and they limit budget flexibility. Providing acceptable service levels and the result-
ing return of these receiverships to the control of the District is essential to the
long-term fiscal recovery of the District.

The fiscal year 1999 budget funds the receiverships at levels that are necessary
to meet the requirements set by the courts. This required larger increases in local
funding, for agencies under court-ordered receivers.

Question. Why did the District’s budget not include the housing receiver budget
in this category?

Answer. The Superior Court of the District of Columbia appointed a receiver to
operate the Department of Public and Assisted Housing (‘‘DPAH’’) in May, 1995.
DPAH and the receiver operate primarily with federal grant funds. These funds are
used to manage and maintain the public housing operations. The only District funds
included in the fiscal year 1999 budget total $2.1 million for the Tenant Assistance
Program, which is being phased out by the District. A decision has not been made
to include the housing receiver in the new appropriation account. There is a need
to develop an exit strategy for the housing receiver.



158

Question. Since the receivers can demand additional resources at any time, are
these budget figures for the receivers merely estimates?

Answer. All amounts in the proposed budget should be considered estimates. How-
ever, the amounts requested for the various receiverships were developed in co-
operation with the receivers. The total represents significant increases over fiscal
year 1998. Therefore these amounts are expected to adequately address the needs
of the receiverships during fiscal year 1999.

Question. Last year, 11 schools in the District were closed in an effort to put lim-
ited resources into fewer facilities. The goal was to improve only those schools that
are needed to educate the District’s school children.

Given the continued crisis in the District’s public schools and the lack of adequate
funds to solve the crisis, does the Control Board expect that more schools will be
closed during the next school year?

Answer. Currently, no plans exist to close additional schools during the next
school year. However, given the declining student population and the competing de-
mands for scarce resources, the number of schools should be reduced. The Super-
intendent/CEO, with the assistance of the Emergency Board of Trustees, is revising
the Long Range Facilities Plan, which will establish criteria for determining the uti-
lization of the facilities and the space requirements of D.C. Public Schools. The Au-
thority expects to receive, as part of the long range facilities planning process, rec-
ommendations regarding school closures.

The Authority is mindful of the difficulty of these decisions. The Superintendent
and the Emergency Board of Trustees understand the importance of involving the
community in developing closure recommendations.

Question. Does the District’s proposed budget include any funding for the recy-
cling program?

If so, what is the amount of funding?
Answer. The proposed budget for fiscal year 1999 provides $4.2 million for recy-

cling. In addition, $165,000 will be available from fees collected from private haulers
at the District’s waste handling facilities.

Question. Please describe the proposed recycling program for fiscal year 1999.
Answer. The Department of Public Works anticipates that residential recycling

will resume by September, 1998, after a contract is executed to provide recycling
collection services for all residential buildings in its service population (approxi-
mately 102,000 buildings). The recycling program will provide for the collection of
materials including glass and metal; food and beverage containers; plastic contain-
ers with recycling codes # 1 and # 2; aluminum foil; newspapers (including inserts);
magazines and catalogs; corrugated cardboard; brown paper bags; office paper; and
telephone books.

The new residential recycling program will provide several noticeable service en-
hancements over previous efforts. It is designed to make recycling customer friendly.
The enhancements include:

Increased frequency.—The proposed program calls for weekly recyclable collection
service. The previous program offered bi-weekly collections.

Same point of collection for recyclables and trash.—The proposed program will col-
lect recyclables from the same point of collection as that used for trash—a mix of
curbside and alley collections throughout the city. Previous programs offered
curbside service only.

Equitable treatment.—Same day collection of recyclables and trash at one point
of collection across the city’s eight wards to provide more equitable treatment.

New recycling bins.—All houses in DPW’s service population will receive a new,
larger 18 gallon recycling bin. The bins will be imprinted with the recycling logo,
the sanitation information center phone number, and instructions on how to prepare
recyclables for collection.

These service enhancements will be partnered with an aggressive public informa-
tion campaign to encourage program participation. It is DPW’s goal to reach a 30
percent participation rate by March, 1999. Strategies to increase participation in-
clude securing pro bono advertising services from public relations firms and bev-
erage industry groups, as well as launching an education campaign in the public
schools and community organizations.

Question. The District’s budget states that District leaders have planned an addi-
tional $25 million for management reform in fiscal year 1999, and the President has
recommended $25 million in management reforms to improve the District’s economic
development infrastructure.

If the District is appropriated $25 million for management reform, for what type
of management reforms would the funds be used?
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Answer. The $25 million included in the President’s budget for fiscal year 1999
will be used primarily for capital investments and departmental management im-
provements, including:

Asset management.—Funds are required to develop a comprehensive database for
real property information and to develop an automated integrated tax system.

Department of Consumer and Regulatory Affairs (‘‘DCRA’’).—Additional funds are
needed to streamline the building permit and zoning processes.

Department of Health.—Funds will be used to continue the transfer of DCRA envi-
ronmental health administration function to the Department of Health.

Department of Public Works.—Management reform funds are required to consoli-
date the waste transfer station operations, improvement of right-of-way manage-
ment, and to improve fleet management services.

Metropolitan Police Department.—Funds will be used to support critical informa-
tion technology for the improvement of public safety.

Question. Please provide the Committee with a complete list of all non-profits cur-
rently using District public school facilities, as well as a schedule of hours for each
non-profit.

Answer. There are non-profit entities using all 146 public school buildings. These
non-profits include community groups, who use the buildings for meetings, to early
childhood programs that lease space in surplus buildings. The D.C. Public Schools
realize approximately $500,000 in rent from these activities each year. The attached
list denotes school facilities that are occupied by non-profit tenants or District gov-
ernment agencies that do not pay rent.

District of Columbia Schools Occupied by Government Agencies or Non-Profit
Entities Paying no Rent

School facility Occupying entity

Addison School, 3210 O Street, NW ........................ Department of Human Serv-
ices.

Bundy School, 429 O Street, NW ............................ Department of Human Serv-
ices.

Blair School, 6239 Eye Street, NE .......................... Department of Human Serv-
ices—Homeless shelter.

Bryan School, 1325 Independence Avenue, SE ...... Department of Human Services
(Vacating July, 1998).

Crummel School ........................................................ Department of Human Serv-
ices.

Galludet & Kendall Streets, NE .............................. Homeless shelter (Proposed
sale of property, homeless
trailers will be allowed to
stay for one year from the
date of settlement).

Emery School, Lincoln Road & Prospect Street,
NE.

Department of Human Serv-
ices—Homeless shelter.

Grimke School, 1923 Vermont Avenue, NW .......... Fire and Emergency Medical
Services Department and De-
partment of Corrections
headquarters.

Hamilton School, 610 Brentwood Parkway, NE .... Superior Court of the District
of Columbia.

Madison School, 10th and G Streets, NE ............... Department of Human Serv-
ices—Homeless shelter.

Nicholas Avenue School, 2427 Martin Luther
King Avenue, SE.

ARCH/CEEP Training Pro-
gram—Property will be pro-
posed for sale by September,
1998.

Pierce School, 14 and G Streets, NE ....................... Department of Human Serv-
ices.

Randall School, 820 Half Street, SW ...................... Department of Human Serv-
ices.

Reno School, Howard & Fessender Street, NW ..... Department of Human Serv-
ices.

Question. Recently the General Accounting Office issued a report titled ‘‘Software
Acquisition Process for a New Financial Management System’’ (AIMD–98–88, April,
1998). Have you reviewed the final report, and do you have any comments?
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Answer. The GAO report measured the District’s source selection process against
a standard that was not used in its selection, therefore the GAO overstates the
weaknesses of the District’s process. The Chief Financial Officer for the District, in
a reply that is contained in the GAO report, notes that the issues cited are being
addressed. On June 2, 1998, the Chief Management Officer provided the Executive
Director of the Authority with comments on the GAO report. A copy of that letter
is attached.

LETTER FROM CAMILLE CATES BARNETT

DISTRICT OF COLUMBIA FINANCIAL RESPONSIBILITY AND MANAGEMENT
ASSISTANCE AUTHORITY,

Washington, DC, June 2, 1998.
Mr. JOHN W. HILL, JR.,
Executive Director, District of Columbia Financial Responsibility and Management

Assistance Authority, Washington, DC.
DEAR MR. HILL: I appreciate the opportunity to review the report prepared by the

United States General Accounting Office, Software Acquisition Processes for a New
Financial Management System for the District of Columbia. Let me begin by noting
that this report makes several important, if somewhat critical, observations regard-
ing the state of software acquisition in the District.

Although the report found more strengths than weaknesses in the District’s FMS
acquisition process, it emphasized weaknesses in requirements development, man-
agement and evaluation. While it is fair to challenge the FMS acquisition process
in these areas, Mr. Williams, in his reply to the report, is correct in pointing out
that many of these problems are being addressed. Moreover, as you noted, the ab-
sence of any major software purchases by the District in recent years has contrib-
uted to the lack of written policy in the software acquisition area. Nevertheless, I
believe the report somewhat overstates the weaknesses in the FMS procurement.

The reason the report overstates the weaknesses is quite simple: GAO utilized a
tool—the Software Engineering Institute’s (SEI) Software Acquisition Capability
Maturity Model (SA–CMM)—which has very specific requirements for achieving a
particular ‘‘maturity’’ level. It is unlikely that any software acquisition project would
score well on the model, in the absence of prior knowledge of its specific require-
ments. Moreover, a single weakness—such as the absence of written policies, proce-
dures or guidelines—negatively affects the respondent’s score in virtually every key
process being evaluated. Finally, the model seems best-suited for ensuring proper
development and implementation of very large, complex custom-designed software
applications—such as those developed for the Department of Defense (DOD).

In contrast, many municipal applications are largely ‘‘off-the-shelf’’ products, al-
beit with some modifications. Unlike many DOD-type applications, they typically
are products that have been tested previously in the real-world. Consequently, risk
management, while important, is not as critical as in the development and imple-
mentation of new and complex custom applications. Fully 29 percent of the weak-
nesses noted in the GAO report for FMS, were in the risk management area.

The SA–CMM model may set a good standard for the District to follow in future
software acquisition. However, I have some concern as to whether this is the best
model for the District to use, or to use in all cases. Other standardized software ac-
quisition protocols also may be available. It is my recommendation that the District
review the various protocols available and select those which best suit the City’s
needs. It may be that different protocols are appropriate for different types of pur-
chases.

I will follow-up on this with the District’s Interim Chief Technology Officer. If you
have any questions, feel free to contact me.

Sincerely,
CAMILLE CATES BARNETT, PH.D.,

Chief Management Officer.

BUDGETED AND ACTUAL EXPENDITURES FOR THE CURRENT FISCAL YEAR, FOR
DISTRICT OF COLUMBIA PUBLIC SCHOOLS [DCPS]

Question. Please provide precise information, with supporting documentation, as
to the confirmed amount of the financial discrepancy between DCPS’ budgeted and
actual expenditures.

Answer. As of May 31, 1998, the projected deficit for DCPS was $26.818 million.
This includes a projected Personal Services (‘‘PS’’) deficit of $39.056 million and a
Non-Personal Services surplus of $12.238 million.
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TABLE I.—FISCAL YEAR 1998 BUDGET AND PROJECTED EXPENDITURES
[Local funds]

Budget category

Fiscal year 1998
Under/(over)

budgetBudgeted
amount

Expendi-
ture

Personal Services ..................................................................................... $366.076 $388.523 ($22.447)
Teamsters’ Settlement .................................................................... ................ 14.769 (14.769)
Premium Pay ................................................................................... ................ 1.840 (1.840)

Non-Personal Services .............................................................................. 128.803 116.565 12.238

Total ............................................................................................ 494.879 521.697 (26.818)

Personal Services Deficit.—The projected $39.056 million PS deficit can be broken
down as follows:

A. $22.447 million is the projected PS expenditures through September 30, 1998.
B. $14.769 million is the net amount required to fulfill the Teamsters’ settlement

through fiscal year 1999. This net figure represents the total liability for DCPS of
$25.4 million in the settlement, less a reserved amount of $10.6 million. These are
the details of the settlement:

—$1.75 million for a 5 percent one-time payment which was paid in December of
1997.

—$1.43 million for an additional one-time payment which was paid in March of
1998.

—$2.78 million for a March 1, 1998 pay raise which remains an element of the
DCPS deficit.

—$19.4 million for three payments of $6.45 million for total back payments for
the period fiscal year 1993–1997. The first two payments are due in fiscal year
1998. The third payment will be due in fiscal year 1999.

C. $1.840 million is premium pay from June 1998 through the end of the fiscal
year. This amount was calculated based on the actual costs of additional gross pay
from the prior fiscal year and based on the current freeze in place.

Non-Personal Services Cost Savings.—As a result of the increase in budget au-
thority and the Non-Personal Services (‘‘NPS’’) spending freeze, DCPS anticipates
$12.238 million in NPS cost savings. Initially, DCPS identified a $9.6 million short-
fall in NPS, includes $8.1 million due to a court-mandated transportation program
and $1.5 million to support additional academic enhancements. Since many of the
academic enhancements represent productivity and management improvements, the
Authority authorized management productivity funds to DCPS. In addition, DCPS
has frozen all NPS accounts, with exception of those funds that are bound by con-
tractual obligations or used for emergency requests approved by the Superintendent
and the CFO of DCPS.

Question. Provide the spending elements which have contributed to the purported
discrepancy between budget and expenditures. For each spending element, include
the budgeted and actual spending amounts and the factors utilized in determining
those amounts.

Answer. The components of the projected deficit can be classified as either person-
nel overspending, program enhancement, or court-mandated spending. The DCPS
Superintendent introduced several academic enhancements that were critical to car-
rying out academic reforms in fiscal year 1998. Additionally, court mandates related
to Special Education required several unbudgeted expenditures. Personnel over-
spending will be addressed in the Authority’s response to inquiry number four.

The following table shows the components of the deficit in thousands:

TABLE II.—Components of the Deficit
Components Deficit

Fiscal Year 1998 Personal Services (PS) Budget .......................................... $366.076

Actual YTD Expenditures (Group 6 (10/1/97 through 4/30/98, <14 pay pe-
riods)) (Groups I and 2 (10/1/97 through 5/9/98, <15.8 pay periods)) ...... (260.521)

Projected Expenditures (Regular Pay and Benefits—11, 12, 14):
Group 6 @ 14,030 x 6 remaining pay periods ........................................ (84.184)
Groups I and 2 @ 3,621 x 10.3 remaining pay periods .......................... (37.298)
Group 6 Summer Payroll ......................................................................... (6.000)
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Components Deficit
Step Increases ........................................................................................... (0.520)

Total Actual and Projected Expenditures adjustments ..................... (388.523)

Subtotal (Actual and Projected v. Fiscal year 1998 Personal Servi-
ces) ...................................................................................................... (22.447)

Additional PS Funding Requirements:
Backpay for Teamsters’ Union ................................................................ (14.769)
Premium Pay/Additional Gross ............................................................... (1.840)

Additional Adjustments Total .............................................................. (16.609)

Total PS Potential Deficit .................................................................... (39.056)
Question. Provide specific information as to staffing levels at the beginning of the

school year and presently. Detail levels of personnel for administrative, school-based
v. non-school-based, classroom v. non-classroom, school support and another em-
ployee classifications that constitute the DPCS employment total. Numbers of full-
time and part-time employees must also be identified in the total and definitions
of each employee category should be provided.

Answer. Detailed below is a report on current staffing levels and staffing levels
for the beginning of fiscal year 1998.

EMPLOYEE CATEGORIES

Central.—Employees who support local schools in administrative areas such as
budget and finance, human resources, and Management Information Systems
(‘‘MIS’’).

Instructional Support.—Employees who have supervisory, coordinating, and plan-
ning responsibility in academic instructional areas. Programs like media and library
services are included in this category.

Instructional.—Employees who provide instruction for elementary, junior high/
middle, or senior high school. This category also includes special education and
adult education.

Support Services.—Employees who perform services related to the physical plants
within the school system including custodial services and building maintenance,
building repairs and improvements, and capital projects development.

TABLE III.—DCPS STAFFING BY FUNCTION

No. of FTE’s 1

Beginning of fiscal year
1998 As of 5/31/98

Local Non-
local Total Local Non-

local Total

Central ........................................................................ 228 413 641 260 438 689
Instructional Support .................................................. 433 401 834 463 499 962
Instructional ............................................................... 6,394 164 6,558 6,564 166 6,730
Support Services ......................................................... 1,632 19 1,651 1,598 25 1,623

Total .............................................................. 8,687 997 9,684 8,885 1,128 10,013

Full-Time ..................................................................... 8,121 707 8,828 8,329 727 9,056
Part-Time .................................................................... 566 290 856 556 401 957

Subtotal ......................................................... 8,687 997 9,684 8,885 1,128 10,013

Less: RIF ..................................................................... .......... .......... .......... (147) .......... (147)

Total .............................................................. 8,687 997 9,684 8,738 1,128 9,866

1 FTE—Full-Time Equivalent.
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Regarding the overspending in personal services, by June 30, 1998, 637 employees
will be separated from DCPS through a system-wide reduction-in-force. In addition,
DCPS will release another 100–300 employees by September 30, 1998. These per-
sonnel reductions will result in approximately $2.5 million in savings.

Question. Provide empirical evidence to address whether the personnel costs con-
tained in the approved budget were based on an accurate representation of the an-
nual costs for those respective employment classifications, including full-year and
partial-year employment contracts. In addition, document the method for construct-
ing the baseline budget for personnel costs.

Answer. The fiscal year 1998 total budget request was $614.8 million, including
$525.8 million in local funds and $89 million in non-local funds. The request sup-
ported a total of 10,009 Full-Time Equivalents (FTE’s)—8,623 from local funding,
1,251 from federal funds, and 135 from private, intra-District or other funds.

The fiscal year 1998 budget was comprised of two parts.
—The school-based staffing model was used to determine the number of FTE posi-

tions needed to fund school-based personnel.
—DCPS did not to complete the analysis necessary to determine the actual num-

ber of central overhead personnel required. As a consequence, the non-school-
based portion of the budget was funded at fiscal year 1997 levels.

DCPS budget allocation for fiscal year 1998 left a 440 FTE gap between the 9,063
FTE’s authorized in fiscal year 1997 and the 8,623 FTE’s requested in the fiscal
year 1998 budget. The budget required the elimination of 400 positions of school-
based staffing or the implementation of alternative offsetting FTE reductions within
central administration.

Question. As related to Inquiry No. 4, please advise as to what impact these mat-
ters will have on the budget currently being developed, and how that impact will
be addressed.

Answer. The fiscal year 1999 PS budget is comprised of a school-based budget,
using average salaries for each pay plan and grade. The PS budget in fiscal year
1999 will reflect changes driven by staffing requirement assessments, corrections to
a head count of personnel, and reductions-in-force. Additionally, the actual expendi-
tures for fiscal year 1999 will be closely monitored. As a result of the implementa-
tion of an integrated personnel and payroll data management system, DCPS will
have more accurate and timely personnel budget and expenditure information.

Question. Provide information on the costs of the special education program, par-
ticularly transportation requirements. This information should include the number
of students receiving special education services, the congressionally approved budget
versus the revised budget (actual expenditures through April 1998, plus projected
expenditures of the balance of fiscal year 1998) separate for special education, ad-
ministration, assessment, instruction and support services and transportation.

TABLE IV.—FISCAL YEAR 1998 SPECIAL EDUCATION COSTS
[In millions of dollars]

Special education
Fiscal

year 1998
budget

Actual
expendi-

tures thru
5/8/98

Projected
thru

9/30/98

Total (Actual
and projected

exp.) 1

Administration ......................................................................... .............. 0.378 0.270 0.648
Instruction ................................................................................ .............. 7.501 5.587 13.088
Support Services ...................................................................... .............. 9.052 6.891 15.943
Assessment .............................................................................. .............. 0.826 0.463 1.289
Benefits (est. 8.5 percent) ...................................................... .............. 1.439 1.084 2.523
Total-Personnel ........................................................................ 40.592 19.196 14.295 2 33.491
Total OTPS ............................................................................... 20.070 23.195 20.610 43.805
Local Funds Total .................................................................... 60.662 42.391 34.905 77.296

1 Assumes 10 remaining pay periods.
2 Data reflects employees coded to the special education division. Personnel information is still being updated and cor-

rected to accurately reflect employees’ work locations. Therefore, these expenditure projections will change as the informa-
tion is updated.
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[In millions of dollars]

Transportation
Fiscal

year 1998
budget

Actual
expendi-

tures

Projected
expendi-

tures

Actual
and pro-

jected

Grant (Non-local) ........................................................................... 3.508 1.421 2.087 3.508
Medicaid (Non-local) ..................................................................... 6.200 5.000 1.200 6.200

Non-local Total ................................................................. 9.708 6.421 3.287 9.708
Transportation (Local) ................................................................... 24.800 13.023 11.777 24.800

Special Education population
No. of

students
(5/4/98)

Projected
no. thru
9/30/98

DCPS ................................................................................................................................... 6,758 8,682
Tuition Grants ..................................................................................................................... 1,421 1 1,497

Total ...................................................................................................................... 8,179 10,179
Transportation required by:

Public School Students .............................................................................................. 1,760 2,261
Private Schools Students ........................................................................................... 893 941

Total Students ....................................................................................................... 2,653 2 3,202
1 Growth factor is 19 students per month, based on special education data of students placed in private schools over

a twelve month period.
2 Projection based on the proportion of students receiving services as of 5/4/98.

Question. Please provide information as to the effect of the Summer School pro-
gram, if any, on the budget discrepancy. Please include the source of funding of
what is estimated to by $10 million expenditure requirements.

Answer. To date, DCPS has received a $10.3 million in Federal grant funds for
the Summer School program. Therefore, there will the Summer School program will
have no impact on the local deficit since all funding has been provided through
grant sources.

TABLE V.—Summer School Funding
Funding Source Amount

S.T.A.R.S. Grant (White House) ..................................................................... $4.997
Impact Aid unobligated fiscal year 1997 carry-over ..................................... 0.449
Title I unobligated fiscal year 1997 carry-over ............................................. 3.567
Title II unobligated fiscal year 1997 carry-over ............................................ 0.396
Title IV unobligated fiscal year 1997 carry-over ........................................... 0.228
Title IV unobligated fiscal year 1997 carry-over ........................................... 0.910
Title VI unobligated fiscal year 1997 carry-over ........................................... 0.595

Total ....................................................................................................... 10.323
Question. Provide clarification of the supervisory oversight responsibility and ac-

countability related to these matters. Please describe department and agency roles
in budget development and implementation for DC Public Schools. Specifically, who
has responsibility for the development and implementation of the annual budget for
DCPS once it has been approved?

Answer. The Authority is responsible for the performance of DCPS. The CFO for
the District of Columbia is responsible for the performance of the CFO for DCPS.
As with all other District agencies, the management of the finances is independent
from the management of the program. The CFO for each agency must implement
financial control mechanisms to restrict unwarranted spending.

OFFICE OF THE CHIEF FINANCIAL OFFICER MONITORING

CFO’s for agencies are required to submit monthly reports on the financial status
of their agencies The Financial Review Process (‘‘FRP’’) shows the agency’s year-to-
date expenditures on a monthly basis. The Deputy CFO for Budget and Planning
for the District requests agency CFO’s to submit FRP’s by the fifteenth of each
month. The FRP report includes:
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—Summary and projection of local and non-local funds;
—PS forecast assumptions regarding hiring and attrition, overtime, reductions-in-

force, and on board FTE’s;
—NPS spending assumptions, including fixed costs, contractual service obliga-

tions, subsidies and transfers, and supply and equipment purchases;
—Intra-District transfers, including payments and collections;
—Revenue shortfalls; and
—Requests for procedural assistance.
The FRP is an effective tool for the CFO to monitor the spending of District agen-

cies. Expenditure data from the District’s Financial Management System (‘‘EMS’’)
is used to project spending throughout the fiscal year. Together, the FRP and FMS
provide OBP with a framework for reconciling data, reviewing analytical assump-
tions, and testing methodologies.

DCPS’ Monthly Financial Report is submitted to the Congress, the Authority, the
Council of the District of Columbia, and the Mayor fifteen days after each monthly
reporting period, as required by the School Reform Act of 1995.

Question. What actions will DCPS take to ensure a reliable and credible budget
process that ensures resources are available to sustain a public education system
in the District of Columbia that meets the expectations of DCPS parents, commu-
nities and the taxpaying public?

Answer. The fiscal year 1999 budget for DCPS was developed based on pro-
grammatic requirements. The budget was implemented in such a way that each
school, department, or program will have a budget plan and improved monitoring
tools. This will allow DCPS to hold individual managers, accountable for budget im-
plementation. Some of the highlights of the new budgeting process follow:

1. The overall appropriated budget is now categorized into two major portions,
school-based expenses and supporting functions. The school-based portion of the
budget was developed using a new ground-up staffing model, which consistently al-
locates school staff and local school management to each school, based on enrollment
size and other criteria. The staffing model will reflect the new enrollment figures,
school closures, and revised staffing criterion. This school-based budget allows each
school to be empowered as well as accountable, for the costs in the school.

2. The supporting functions of DCPS have been redesigned, reflecting the new or-
ganizational structure implemented by the Superintendent. Each program manager
has identified base funding needs associated with core programs, and determined
amounts needed to fulfill the mission of each program. With the fiscal year 1999
budget, each program manager will meet with the budget office to provide an imple-
mentation plan for personal services and non-personal services costs. With the de-
velopment, and reorganization of the departments, each program manager will be
solely responsible for carrying out their budget plan, as well as having more accu-
rate financial information.

3. With the implementation of the District’s Central Automated Personnel and
Payroll system, the District’s personnel budget and costs will be more accurate. This
new payroll and personnel control system will prevent DCPS from hiring in excess
of the authorized FTE limit for each department, to more quickly enter new person-
nel, and personnel changes in to the accounting system, and to eliminate or greatly
reduce reliance on the DCPS supplemental payroll system.

4. With the implementation of the District’s new EMS system, DCPS program
managers and principals will have on-line information on their budgets and related
expenditures. They will have the ability to monitor budgets, procurement and pay-
ments.

DCPS and the CFO are instituting actions to address the projected shortfalls in
fiscal year 1998. DCPS will comply with the approved fiscal year 1998 budget. The
Authority will ensure that the necessary systems are implemented to ensure that
the budget for fiscal year 1999 will be implemented within the constraints of the
appropriated budget.

CONCLUSION OF HEARINGS

Senator FAIRCLOTH. If there is no further business, the sub-
committee is recessed.

[Whereupon, at 3:45 p.m., Wednesday, June 10, the hearings
were concluded, and the subcommittee was recessed, to reconvene
subject to the call of the Chair.]
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